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SILVER BELL INDUSTRIES, · INC. 

. . 

NOTICE OF SPECIAL MEETING OF SHAREHOLDER$· 
. . . 

.. . :_ 
. . · · TO BE HE_LD NOV~MBER 27, . 1978~ 

~ . . : -. :' ~ .· ... . : . . 

. NOTICE IS HEREBY GIVEN that a Special Meeting of ·shareholders of' Silver Bell Ind~stries, 
In~. C'Siiver Bell" ), a Colorado corp~ration, will be held at the ·Fo~~ Room, Ynited. Bank of Denver, 

· OR Nov_ember 27, 1978 at 10:00 a.m., local time, ,for the f?llowing p'urposes: . . 
. . 

'.•, 

1. To consider and vote upo~ a proposal calli!}g for \ipproval _and · adoption of ·the Agre·e- · 
ment and Plan of Reorganization by and among Silver Bell, Union Oil· Company· 'of California, a . 
California corporation ("Union"), and Minerals Exploration Company, a California corporation 
and wholly-owned-su(?sidiary of Union, ("Minerals") , _a .copy of. which is attached as Annex III to 
the Proxy Statement accompanying this Notice, including approval and adoption of (a) the sale 
of substantially all of the assets, except for·cash.pn hand, of Silver Bell t·o Minerals in exchange for -
418,095 ~hares of Union's Common Stock and . ( b} winding ·up. <;li~solution and liquidation of 
Silver Bell under a Plari of Liquidation, a copy of which is attached as Annex I to the Joint Proxy 
Statement accompanying this Notice, with distribution of the assets of Silver Bell (principally 
Union Common Stock) as set forth in the Joint Proxr S_tatement. 

2. To transact such other business as may properly come befor~_ the fy!eeting, or at any 
adjournment thereof. · 

Shar~holders or record at the close of business on October 16, 1978· shall be entitled to notice of 
and· to _vote at the Meeting. 

· · Dated: Qctober 25, . l 978~ 

By Or~er of the Board of Directors 

IMPORTANT . 

·. Eugene H. Sanders 
President 

IF YOU DO NOT EXPECT TO ATTEND .THE MEETING, PLEASE SIGN, DATE AND 
MAIL PRO~f>TLY THE ·ENCLOSED PROXY IN--·THE ENCLOSED STAMPED, ADDRESSED 
ENVELOPE IN ORDER THAT A QUORUM MAY BE · PRESENT AT THE MEETING AND 
THAT YOUR SHARES MAY BE VOTED FOR YOU. 
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SUMMARY OF JOINT PROXY STATEMENT 
Infroduction: 

Minerals Exploration Company, a California corporation and a wholJy-owned subsidi~ry of Union 
Oil Company of -California ('~Minerals" and "Union", respectively) has agr_eed to acquire substantially 
all of the assets of Silver Bell Industries, Inc., a Colorado corporation ("Silver Bell"), for 418,095 

· shares of Union's Common Stock. Minerals has also agreed to acquire subst~ntially all of the assets 
of- The Mancos· Corporation, a Colorado corporation ('~Mancos"), for ~,905 shares of Union's· Com-

. .. . ... ·. 
mo_~ Sto~_k. T~is Proxy ~tatem~~t . will __ be_ use~ i?.intly .. b~ ~jl_y~r-.B~l~ .~n~ M.a~~os. jn _c.9~_1:w<;tio_n, ,~ .t.4 ·>· ..... .. :·. --.::: 
bo~h · ··a·cquisitions: ·.· :·This ·Proxy State·ment constitutes" ··a ' .. Prospectus ·· of Union. . · · . . · . 

1cquui_tion . oJ. $ilver Bell . 

fu#~e. of the Silver Bell ~eeting: 
· ·The share_qolders of Silver · Bell are being aske<J to ·consider and approve an Agree~ent. and Pla.n · 

of Reorganization among Silver Bell, Union and Mine,;als which provides for the acquisition of substan-· 
tially' ~II of the assets,. except . for .cash . Oil .;hancj, .i.r:r .b~'nks (inclt!di~g. certificates of deposit) . and on . 
deposjt w.ith third partie_s ( the "Assets'.'), of Silver Bell by Mi~erals in exchange for 418,095 shares 
of Union's Common Stock, par· value $8½ per share, ("Union CommQn Stock") (the '(Silver Bell 
Acquisition'').·. Neither Union nor Minerals will as_su,ne any obligations of Silver · BeU except for 
obligations _(o Minerals in connection with the Sweetwater Project and a promissory n(?te in the principal · 
amount of. '.$50,000; plus accrued interest, payable to Ma·ncos. Silver Bell will continue to be liable 
to satisfy ariy other obligations existing at . the completion of the Silver Bell Acquisition. A.side from 
the described obligations and the obligations which will arise in connection with the completion of the 
sale-of-a$sets transac~ion described herein (See EXPENSES on Page 16 hereof), Silver Bell has no 
known obligations. Silver Bell will pay all such current obligations prior to or in the course of liquida.:. 
tion. See BUSINESS AND PROPERTIES QF SILVER BELI...-:--The Sweetwater Project. 

After the transfer of the Assets to Minerals is completed, it is contemplated that the shares of 
Union Common Stock issued to Silver Bell as ·consideration for such transfer ( except to the extent 
that sales of such shares may ·be made to ptovide cash to pay persons entitled to fractional shares, to 
pay ex~nses of Silver Bell and to make payments to any dissenting Silver· Bell shareholders) will be 
distributed to the shareholders of Silver Bell in complete liquidation of Silver Bell according to their 
.respective interests and that Silver Bell will then . b~ dissolved pursuant to applicable law. Based · 
upon estimates of Silver Bell's managem·ent of the ex~nses of the Acquisition and the available cash 
and liabili tjes at the time the Acquisition · is completed, and assuming that there are no diss~nting 
shareholders; approximately 414,085 shares of Union Common Stock .will be available for distribution 
to Silver Bell's shareholders either in shares or hi cash representing payment for "fractional shares 'and 
a · SiJver Bell shareholder will receive approximately .054 shares . of Union · Common Stock for each 

·· Silver.Bell share he holds. Such exchange ratio "is subject to change if any of the foregoing assumptions 
. prove incorrect. See PURPOSE OF THE SILVER BELL _MEETJNG at Page 4, THE SIL VER BELL 
ACQUISITION -Distribution of Union Common ~t~k; Fractional Shares at Page 7, and -EXPENSES 
at- Page· .16. 

Union's Common Stock is listed on the New York, Midwest and Pacific Stock Exchanges. Recent 
. market prices of Silver Bell and Union Com~on Stock are set forth under C.OMP ARA TIVE MARKET 
PRICES OF UNION AND SILVER BELL COMMON STOCK at Page 20. Mancos' Common Shares 
are not publicly traded. 

Vote Required f~r Approval; Dissenting Stockholders: . . 
Approval of the sale of substantially all of Silver ~ell's assets and the dissolution of Silver Bell will 

require the affir~ative vote of holders of not less than two-thirds of- th~ ou.tstanding · shares of Silver 
Bell ComJ!lon ~tock entitled to vote at the meeting. 
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Under the Colorado Corporation Code, shareholders who object to th~ proposed sale . of substan- . 
tially · all of Silver Bell's assets and the dissolution of Silver Bell may, upon compliance with . certain 
legal requirements, receive. the .fair value of their shares in cash. See RIGHTS OF DISSENTING 
SHAREHOLDERS OF SILVER .BELL AND MANCOS at Page 17. Should holders of 5% or more 
of Silv~r BeWs. shares so act, howeve~ • . Si~ver -~~ll ~l not b~ obligatec;I ~()· cogiplete the transfer .. of its 
assets ·aiid~·i.t the ·.transfer is riot ·effectec( iie> cash ·payme'nts will be made. 'See .THE<SJLVER ·BELL . 
ACQUISITION·-· .~ertain· Terms of ·the .. Silver Bell . Agreement- Amendments, Conditions and 
Termination Provisions at. Page 10 • . . 

. . . .. . · 

Federal · Income Taxes: 

Silver Bell has r~ceived the ·opini_on .of its. tax·.coun~el, Re3:Tdon, Reardon and Reardon, a professional 
corpor~tion, Denver, Colora90 to· the effect that the acquisiti<>n .of' substantially ali- of Silver ~elfs assets . 
fot sh~~s. of · Union Commo.n. Stock will constitute. a ·tax-free recirganizatfon. and that ,· hoiders of Silver· . 

. Bell Common : Stock will not incur taxable . gain or loss as a result of the transactions, except to the 
exteni of cash received in lieu of fractional shares or for dissenting shares. See THE SIL VER BELL 
ACQUISITION ·_ Fec;leral Income Tax Consequences at Page 1. 

_Acquuition of The · Manca• Corporation 

Purpose of the Mancos Meeting: 

The shareholderS of Mancos are being asked to consider and approre an Agreement and Plan of 
Reorganization among Mancos, Union and Minerals which provides for the acquisition of substan~ially-· 
all of the assets, except for cash on hand, in banks and on deposit with third parties ( the "Mancos 
Assets"), of Mancos by Minerals in exchange for .. 6,905 shares of Union's Common Stock; par ·value 
$8½ per share, ('-'Union Common Stock") (the "Mancos Acquisition"). Neither Union nor Minerals 
will assume any obligations of · Mancost which ~ill continue to be liable to satisfy any obligations : 
existing at the completiQn of the Mancos Acquisition. Aside from .the deS<;ribed obligations and 
the . obligations which will arise in connection with the complet~on of the sale-of-assets tran~action 
described herein (See EXPENSES on Page 16 hereof), Mancos has no known obligations. Mancos 
will pay all such current obligations prior to or · in the course of liquidation. 

After the transfer of the Mancos Assets to Minerals is completed, it is contemplated that the 
shares of Union Common Stock issued to 'Mancos as consideration for such transfer ( except to the 
extent that sales of such .shares may be made to provide cash to pay persons entitled. to fractional 
shares, to pay expenses of Mancos · and to make payments to any dissenting Mancos shareholders) 
will be distributed .to the shareholders of Mancos in complete liquidation of Mancos according to their 
respective interests and that Mancos will then be dissolved pursuant to applicable. Jaw. Based upon 
estimates of Mancos' management of the expenses of the Mancos Acquisition and t~e available cash 
at the time the Mancos Acquisition is completed, and assuming that there are no dissenting share­
holders and that 150 Union shares will be · sold to provide cash to pay persons entitled to fractional 
shares, approximately 6,755 shares of Union Common Stock will remain for distribution to Mancost . 
shareholders upon dissolution of Mancos and a Mancos shareho]der wfll receive approximately .0039 
shares of Union Common Stock for each Mancos commo~ share he holds. Such exchange ratio 
is subject to change if -any · of the foregoing assumptions prove incorrect; ~e PURPOSE OF THE 
MANCOS MEETING at Page 11, Tiffi MANCOS ACQUISITTON -- Distribution of Union Com­
mon Stock; Fractional Shares at Page 13, and EXPENSES-at Page ·16. · 

Union's Common Stock is· listed on the New York, Midwest and Pacific Stock Exchanges. Recent 
market prices of Union Common Stock are set forth under COMP AR.A TIVE MARKET PRICES 
OF UNION AND SIL VER BELL COMMON STOCK at Page 20. Mancost Common Shares are 
not publicly traded. 
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Vote_ Required for Approval; Dissenting Stockholders: 

. Approval of the sale of substantially all of Mancos' assets and dissolution of Mancos will require the 
affirmative vote of ·holders of not l_ess than two-thirds of the outstanc;ling shares of Mancos Common. Stock 
_entitled to vote _at th~ meeting.- · · 

·t · 

Und~r the Colorad~ Corp_oration Code; shareholders who object to_ the pr(?posed sale-of subst"antially 
all of Mancos' assets and the dissolution of Ma,ncos may, upon compliance with-certain legal requirerne_nts, . 
receive the fair _value of their shares in cas'1. See RIGHTS OF DISSENTING SHAREHOLDERS_ OF 

.. · , . . .SILVER l3ELL .ANp .M.-t\N.CQS a_t Page_17 . ... Should holders .. of 20% ·Qr,more o(Ma_ncos'-sbMes-:so.act~ 
· · ... _. ... ,· ... :. ·ho\V~v~r) Mancos ·w-i"ii"nor be 'obligated to complete the tran~fer. of its assets and~ if the transfer is ·not 

r. . 
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effec'ted, no cash payments will be made. See THE MANCOS ACQUISITION-.- Certain Terms of 
the · Mancos. }\gre~m~n_t - · Amen~ments, Co.nditio~s . a!Jd. Term.ination froy~sions at Page 15. • 

. · .. _Federal· Income Taxes: 

Manc9s has received the opinion of tax counsel~ .Reardon, Reardon and . Reardon, a professional 
corpotation~ Denyer, Colorado, t<> t~e 'effect·that the acquisition of subs.tantially all of Mancos' assets for 
share~: o{ :union :Cornmo:11: ·stock ·will ·constitu~e a tat:.free reorganization· and that holders. of Mancos 
Common Stock will not inc.ur taxable ·gain or Ioss .-as a result ·of the tiansa-ctions, except to the extent 
of ctish received in lieu of fractional shares or for dissenting shares. $ee THE MANCOS ACQUISITION_ 
- . Federal Incc;>rne Tax Conse_quences at Page J.3 . 

Busine,s o/ ll~ion 
Union Oil Co~pany of California, incorporated in California on October 17, 1890, is engaged 

principally in petrolesqm, chemical and mineral operations. Petroleum operations involve the explora­
ti9n, production, transportation. and sale o( crude . oil, natural gas and geothermal resources; and the 
manufacture, transportation and marketing of petroleum products. Chemical operations involve the· 
manufacture, purchase and marketing of chemicals for industrial and agricultural uses. Mineral operations 
primarily involve the exploration, development, mining, proces_sing and marketing of-molybdenum, 
columbium, rare earths and uranium. Other operations include real estate development and sales. 
AU phases of business in which Union engages are highly competitive. Union;s business will continue 
to be affected not only by such competition, but by general economic developments, governmental regula­
tions, labor conditions and technological and international developments. . ·See BUSINESS AND 
PROPERTIES OF UNION. Union's Statement of ·consolidated Earnings is at Page 24. Union's 
Consqliated Financial Statements begin at-_Page ~3. 

B~iness of Silver Bell 
Silver BeH's principal asset consists of a 35% i_nterest in certain mining claims and le_ases and the . 

production the.refrom (subject .to obligations for ."its proportionate·.share of costs ·of-development· and. 
· production) which are subject to an Operating Agreement between Silver Bell and Minerals. · Minerals 
holds ;i 65% interest in such properties and production and is obligated for 65% of the c_osts. Minerals 
has advanced Silv_er Bell's share of the costs relating _to the exploration and development -of the Sweet­
water Project. Such costs, which approximate $12·,000,000 to date, including interest of 10% per 
annum on ~npaid advances, ate required to be repaid out of 90% of Silver Bell's 35 % share of ·production 
from the Sweetwater · Project, if _production commences. See BUSINESS AND PROPERTIES OF 
SIL VER BELL-. The Sweetwater Project at Page 4 7. 

Business of Mancos 
Mancos hold~ patented and unpa_tented mining claims, together with four buildings and mill 

equipment in Montezuma County, Colorado. Mancos has net actively engaged in exploration of its 
properties but has confined its activities to performing annual assessment labor on· w:ipate11-ted · 
mining claims. 
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SILVER BELL. INDUSTRil5, · INC • . 

THE MANCOS CORPORATION 

· • • , ' ,, • i . :: : • • • . •• . . • . . • • ' .. . ...... ••. \ :: · • • : • '. :, ' . • : .• • .• : . : · ·: :, ., : . 

.,., · .- .-·.·: ... ···· ···· .. .-.i:oJNr PR<>x~ ·srATEMENT 
.: . . . . .. : '• ~ ' \ 

. ;· 

. . . 

· · y. This -Proxy Stat~ment i~.be)ng Q~e4 jointly .as a P.roxy.Stateinent of SUver· B~ll Ingustties, Inc. and of . 
The M.ancos. Corporation. an.~-_also c·c;mstitutes a . Prospe~tus of Union Oil Company of California. · . 

· ·. :.ioxies .in .the .fonn. -~cco.rilpitnying· this: ·Joint. Proxy ·stateQ1ent are ·be~g maii~d :t9 ~ shareholders of 
.. SILV:ER Bl!LL·:~u$tiUES,.)NC .. , a _Colorado c.orpor~tion (H~iJvei ·Bell") .who. YiUl be solicited, by 

· the · Management .of. ·silver ,Bell· or . to .shareholders· .of ··THE. 'MANCOS · CORPORATION, · a Colorado · 
. corporation .. c,•Mancos"i ·who· ·wiU be solicit~~ by the Management of ·Mancos. . . .. 

: . . . .. . . . : . . . . . . . . .. . 
· The proxies· solicited· by .the M~ageme~t of Silver Bell will be used at a Special Meeting of Share­

holders to be held at the Forum Room, United Bank· of Denver, 1740 Broadway, Denver, Colorado . 
on No~ember· 27, 1'978, at 10:00 a.m., local ·time, or at any adjourrunent -thereof, at which share­
holders of· record at the close of business on October 16, 1978 (the ''Record Date'.') s~all be entitled 
to vote. 

The proxies solicited by the Management of Mancos will be used at a Special Meeting of Share­
hol~ers to be. held at the Forum Room, Uiiited Bank of ·oenver, 1740 Broadway, Denver, CQlorado 
on Nove~ber 27, ~978, at 2:00 .p.m., local time, or at any adjournment thereof, at which shareholders 
of record at the close of busii1ess on Oct9ber 16, 1978 (the "Record Date") shall be entitled to vote. 

. . 

This Joint Proxy St_a~ement and the accompanying form of proxy are being sent to Silver Bell's 
shareholders on or about October 25, 1978, and to Mancos' shareholders on or about October 26, 1978, 
and will be ·sent ·to all persons who become shareholders· of re_co~'d of Common Stock on or ptjor to the· 
Record Date. ~ · · · ,_: · · 

You are requested to complete, date and ·sign the accompa~ying proxy and return it promptly 
in the enclos~ envelope. Proxies will be voted in accordance with the instructions contained therein. 
If instmction.s are not given1 proxies will . be voted in favor of the proposal described'· here.i.Q. Each proxy 
executed and returned by a shareholder may be revoked at ariy time before it is voted by giving writteb 
notice of such revocation to the Secretary. ~~vocation .. is effective only upon receipt of such notice by 
the Secretary. · . 

As of July. 31, 1978 there were outstanding 7,568,'388 shares of Silver Bell Common Stock, 
$0.25 par value. As of July 15, 1978, there were outstanding 1,765,219 shares of Mancos Common 
Stock, $0.01 par ".alue. Approval of the proposal described below will require the affirmativ~ vote of 

· two-thirds of the shares of Common Stock of each corporation outstanding on. the Record Date. 

PURPOSE ·oF-THE SILVER .BELL MEETING 

The Special Meeting of Shareholders of Silver .Bell has been called to consider and vote upon a 
· proP9sal to approve and adopt the Agreement . and Plan of ~eorganization by . and among Silver BeU, 
Union Oil Company of · California, a California corporation (" Union") and Minerals Exploration 
Company, a California corporation and a wholly-owned subsidiary of Union, ("Minerals"). Minerals 
will acquire substaotialJy all of the assets, except for cash on hand, in banks (includir:ig certificates of 
deposit) and on deposit with third parties of Silver Bell ( the "Silver Bell Assets") in exchange fpr 
418,095 shares of Union's Common Stock, par value $8½ per share ( "Union Common Stock") : 
Union and Minerals will not assume any obligations of Silver Bell except for Silver Bell's obligation . to .. 

, Minerals to· repay out of Silver ·Bell's 35% interest in the_ Sweetwater Project Silver· Bell's share · of 
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operating costs advanced by Minerals, which advances approximate $12,000,000 to date, Silver Bell's 
obligation to ~epay to Minerals a promissory note in the principal amount of $.121070, plus accrued 
interest and a promissory note in the principal amount of"~,000. plus accrued interest, payable to 
The Mancos Corporation ("Mancos~') . Silver Bell will continue \o be liable for the ·satisfaction of any 
other obligations in existe_nce at the completion of the Silver Bell Acquisition. As_ide from the 
described obligations and the obligations which will arise in connection with the completion of the sale­
of-assets transaction· described herein (See EXPENSES on ·Page 16 hereof) , Silver Bell has no 
known obligations. Silver ·Bell will pay all such curr~nt obligations prior to or in the course of liquidation. 

• • • I ··.· ·· see: BUS[NESS AN()" PROPE~TIES"OFSILVER J3ELL-The Sweetwater .Project ·at.-P,age :47: -.. ·~-- · 

After the t_ransfer of assets contemplated by the Agreemen~ and Plan. of Reorganization (the ''Silver 
Bell Agreem.ent"). is completed, ·.it is co_ntemplated that the shar.es _of · Union Common Stock issued 
to Silver Bell as · considerat"ioo for such ·transfer . ( except to the · extent· th.at . sales of such shares · may 
.be · made to _provide cash to· pay persons entitled to fractional shares, to pay expenses of · Silver Bell 
and to maik:e pay~ents to any. dissenting Silver Bell shareholders) will be distributed to the share~ 
holdei;s of Silver Bell in compl~te · uq~idation of Silver Bel~ according to their respective interests an.d 
that Silver Bell will" then be dissolved pursuant to· applicable law and the Plan of Liquidatjo~, ·a copy 

· of which is attached hereto as Annex I. 

The Silver Bell Agreement is attached hereto as Annex III. The statements contained in this Joint 
. . 

Proxy Statement with respect to the terms of the Silver Bell Agreement are subject to the more complete 
information set forth in such Annex and are qualified in their entirety by reference thereto. 

VOTE REQUIRED 

Approval of the acq1,1isition by Minera]s of the Silver Bell Assets ( the "Silver Bell Acquisition") 
and the dissolution -of Silver Bell will require-the affirmative vote of the holders of not less than · two­
thirds of the outstanding shares of Silver Bell Common Stock entitled to vote at · the meeting. 

The members of the Silver Bell Board of Directors have indicated to Silver ·Bell that they intend 
to vote all shares of Silver Bell Common Stock owned by th~m in favor of the Silver Bell Acquisition; 
as of July 15, 1978? such shares const~tuted 8.82% of the total ·numb_er of outstanding shar~s of Silver. 

Bell. 

Even if the Silver Bell Acquisition is approved by the Silve_r Bell shareholders, its completion will 
be subject to a number of conditions. See THE SIL VER BELL ACQUISITION - Certain Terms of 
the Silv.er Bell Agreement-. Amendments, Conditfons and Termination Provisions at Page 10. 

THE SILVER BELL ACQUlSfflON 
Parties: 

Union is a California corporation with its principal executive offices at .Union Oil Center, 
Los Angeles, California 90017 (telephone [213) 486-7.600). Union is engaged principaUy in petroleum, 
chemical . and mineral operations. Petroleum· operations .. involve· the explorati9n, production, 
transportation an~ sale of crude oil, natural gas and geothermal resources; and the manufacture, 
transportation and marketing of p·etroleum products. Chemical operat_.ions involve the manufacture, 
purchase and marketing of chemicals for industrial and agricultural uses. Mineral operations pririiarily 
involve the exploration, developm~nt, mining, processing and marketing of molybdenum, columbium, 
rare earths and .uranium. Other. operations include real estate. development and sales. All phases of 
b~siness in· which U_nion engages are highly competitive.· Union's business will continue to be affected 
not only by such competition, bµt by general economic developments, governmental regulations, labor 
conditions and technological and international developments: See BUSINESS AND PROPERTIES 
OF UN.ION at Page 27. 
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· Silver Bell is primarily engaged in the acquisition of interests in and to mine~al properties and 
conducts exploration thereon directly or through partners, lessees, purchaserst ancl optionees for many 
types of minerals. Silver Bell's principal asset consists of a 35% interest in certain mining claims and 
the production therefrom (subject to the obligation to pay its proportionate share of the costs of develop­
ment- an~ production) which are .subject to an Operating Agreement with Minerals. Minerals holds 
the remaining 65% interest in such properties. See BUSINESS AND PROPERTII;:S OF SILVER 

. .. BE~~-. · T~e. Sweet~ate~ .. Pr.oje~t .at . Pt1ge.' 47.,.and The . Operating Agreem~nt .. at ~age SQ . . :·. . 
·.. . . : · ' . . . . - .. . . . ·-. . . . , · , .- . ·. -· . . ,. ·. · - . • . . 

Board of Directors Recommendation: 

The Silver Bell ·Acquisition has been voted on affirmativ:ely by the Membe.rs · of the -Board .of 
Directors of Silver Bell. ~t a meeting attended by .four of its five members, the Board of Directors of 
Silver Bell' has recommended that the Agreement be approved by the sharehold~rs of Silver· Ben. No 
member of Silver Bell's Boar~ of :Directors has expressed disapproval ·of the Silver Bell acquisition. 
The Board. of Directors .of Silver .Bell adopted the Plan of Liquidation by ·unanimous written consent. · 

The Board of Directors or' Union unanimously approved th~ Acquisition. 

The terms of the Silver Bell Agreement are the result of arm\-length negotiations conducted 
. primarily by representatives of Union and Minerals and by Eugene H. Sanders and William K. Somer­

ville, President~ Treasurer and Director and Executive Vice President, Secretary and Director of Silver 
Bell, respectively. Among the factors considered· in respect of Silver Bell were the existing reserves and 
assets and earnings forecasts, particularly in regard to the Sweetwater Project described below, as well 
as judgments with regard to the prospects of Silve'r. Bell separately and, in respect of Minerals, its 
prospects as the sole owner of the Sweetwater Project~- As sole. owner, contingent upon the results of 
technical and economic feasibility studies, .-Minerals would seek to utilize developing technology for 
in situ leaching of uranium anc;l_,exp)oitation of the exploratory potential of · the Sweetwater Projectt 
·if warranted, and to reduce operating costs through simplified operation of the Swe.etwater Project · 
and other interests which are subject to the Operating Agreement . between Silver Bell and Minerals. 
See BUSINESS AND PROPERTIES OF SIL VER BELL -The Sweetwater Project at Page 47, In 
Situ Leaching Potential at Page 49. and· The Operating Agreement at Page 50. 

Silver Belrs Management expects that ·Silver Bell's shareholders will benefit from the Silver Bell 
Acquisition for a number of reasons, prim~ily including the following: · 

( a) In lieu of Silver Bell shares which are tradeable only in the over-the-counter market, · 
Silver Bell shareholders will receive shares of Union, which are traded on the New York, Midwest 
and Pacific Stock Exchanges and may be more readily sold or pledged; 

. . 
( b) Silver Bell has no producing. properties at the present time and no significant revenues, 

recurring cash flow, or earnings from operations. In additiont the mining business is highly cc:;,m­
petitive and capital intensive. · Given jts limited financial resources, Management believes the 
transaction with Union will enable Silver Bell to realize more immediately the potential- value 
of its nonproducing mining properties; 

( c) Silver Bell's principal asset 1s its 35 % share of the Sweetwater . Project. If for any 
reason the. potential of the Sweetwater Project cannot be realized, the value of Silver Bell shares 
will be substantially diminished. Management of Silver Bell believes that the potential of the Sweet­
water Project can best be realized by Silver Bell shareholders, indirectly, as shareholders of Union, 

· a much more diversified company. See BUSINESS AND PROPERTIES OF SILVER aELL­
The Sweetwater Project at Page 47; and 

( d) Silver· Bell shareholders, who have never received a dividend, may be expected to benefit 
from Union's policy of payment of ¢Jjvidends on a regular basis, although Union's future share 
dividend policy is subject to change. See COMPARATIVE PER SHARE DATA at' Page ZO. 
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As of September 30, i 978, the present officers and directors of Silver Bell, together. with family 
corporations, their wives, children and trusts of which such persons are trustees or beneficiaries, owned 
beneficially an aggregate .of 667,975 shares of Silver Bell's Common Stock, representing· approximately 
8.82% of.the total number of outstanding shares. Of that number, Mr. Sanders owns a total of 515,766 
shares or approximately 6.8% of the total number of outstanding shares. In addition, Consolidated Oil 
& Gas, Inc. owns an additional . 850,342 shares: or approximately· 11 % of the total outstanding. 
Consolidated Oil & Gas, Inc. has informed Silver· Bell that it intends to vote in favor of the Silver Bell 
Acquisjtiqn . .. .. . , ... _ . . · . . .. , ::-' .. ·· · .. ' . :. : , · ... . .. · . : :. : .. 

There are _no outstanding options or warrants to. purcha~e shares of Silver Bell's Common Stock. 
. " 

The ;Board of Directors of Silver Bell recommends· ~ _vote FOR the proposal reiating to the Silver 
.Bell Acquisition. 

Federal. Income . Tax Consequences: 
· Silver Ben has obtained an opinion from .Messrs. Reardon. · Reardon and Reardon, a ,professional 

corporation, Silver Bell's tax counsel, to the effectthat the transaction will con.stitute a ta·x.:.free .reorganiza­
tion within the meaning of Section 368(a) (1 )(C) of the Internal Revenue Code of. 1954, as amended, 
and that no gain or loss will be realized by Silver Bell or its stoc~bolders, except to the extent a stock­
holder rec~ives cash in lieu of fractional shares or for payment of dissenting shares. The basis of the 
Union Common Stock.'·to be received by shareholders of Silver Bell will be the same as the basis for 
the Silver Bell Common,-Stock surrendered in exchange therefor. Silver Bell did not request a ruling 
from the Internal Revenue Service relating to the federal income tax consequences of the Silyer Bell· 
Acquisition. 

Any cash received by Silver Bell shareholders in lieu of fractional shares or in payment for 
dissenting shares will constitute taxable . income. See THE SIL VER BELL ACQUISITION - Distribu­
tion of Union Common Stock; Fractional Shares at Page 7·. Shareholders.of Silver Bell should consult 
their own tax advisors regar~ing the tax consequences of th.e acquisition to them. 

Federal Antitrust Considerations: 
. Section 7 of the Clayton Act, one of the · Federal antitrust laws, provides in part that no corpor~tion 

shall acquire the stock or assets of another corporation where, in any Ifoe of commerce in any section of the 
country, the effect of such acquisition may be to lessen competition substantially or to tend to. create a 
monopoly. The Federal Trade Commission ( the "FTC") and t~e Antitrust Division of the United States 
Department of Justice (tbe "Division") have ·the responsibility for examining acquisitions under the 
Federal antitrust law·s and, when believed . warranted by either tJ;iereof, may bring an action ·to enjoin 
consummation of an acquisition or to divest stock or assets · if the acquisition has been completed. Because 
of the uncertainties in interpreting these laws. the possibility .of ·a challenge by these governmental agencies 
cannot be ruled out. 

The Hart-Scott.:.Rodino Antitrust Improvements Act of 1976 (the "Hart~cott Act") became effective 
by its terms ·on February 27, 1977. Under th.e provisions of the Hart-Scott Act, certain acquisition 
transactions may not be consummated unless certain infotmation· has been fµmished ·to tlie Division 

· and the FTC and certain waiting period requirements have been satisfied. Union and Silver Bell 
have determined that it will not be necessary to file the Notification and Report Form required by the 
Hart-Scott Act with the Division. and the FTC because the value of Silver Bell's assets is not sufficient to 
require such filing. 

Distribution of Uni9n Common Stock; Fractional Shares: 
If the Silver Bell Acquisition and proceedings required by Colorado law for the voluntary dissolution 

of. the corporation are co·mpleted, the shares of Union Common Stock issued to Silver Bell as considera­
tion· for the transfer of the Silver .Bell . Assets ( except to the. extent that sales of st,ich shares may be 
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made to . provide. cash to pay persons entitled to fractional shares. to pay expenses of Silver BeU and 
to make payments to ·any dissenting Silver Bell s_hareholder) will be distributed to th~ shareholders of 
Silver Bell · in complete dissolution of Silver Bell accorcJing to their respective inte~ests. · Distribution of 
shares and/or cash will be made to shareholders of record .oµ· October l 6, 1978 and no further 
transfers of Silver Bell shares will be m·ade subsequent to that date on Silver Bell's ~ansfei records . 

.' ··:· .. ..... . .. , ,. ... _, · ... · .. . . · .. Mal,lagement. of Silver-Bell estimates that Silver Bell's operating expenses and e~penses associate_d 
.. with 'the Silve·~ ·:e~u ·· Acq~isitioa will .be "approxim'ateiy $200,500 · an~ ·that Silver' Bell will : be obligated .. ·:: ·. · · '• ·:.·,· .. : 
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~o pay approximately $116,000 ~o satisfy its obligation to pay cash to persons entitled to fractional" 
shares . . As~um1ng that ··no payment~ are . reguired to be :111ade to dissenting · shareholders. and that no 
-~anticipated obligations of _Silver Bell ·ar1se, Sil'v.er Bell will be. required ' to sell appr.o~imately ·6,3.30 

· .. S~¥CS of Union Common Stock. (based upon .the price per share of Union Coim:noli Stock of $50 on 
· September 6, 1978) · to meet such · obligations to pay cash. Based up.on the . foregoing estimates a~d 
assumptions, ~ Silver Bell sb~eho,lder w~l · receive .05~ shares of Union Common Stock for each 

. Silv~r Bell .Sb.are he·. holds ( 18.52 Silver Bell shares will ·be entitled to approximately"on.e ·share· of ·Union 
Common S~ock). Such exchange ratio is subject to charige · if any· of the foregoing_ estimates or assump.,. 
tions prove incorrect. If substantial increases ip Silver Bell's expenses or obligations or a substantial 
decrease in the price .of shares of Union Common Stock occur, such exchange ratio may ·be decreased. 

At the time of distribution, a letter of transmittal will be furnished to shareholders of Silver Bell 
for use in delivering their stcx;.k cert~ficates to the United Bank of Denver, ,the Exch~nge Agent. Such 
letter. will contain instructions with respect to the surrender of Silver Bell stock certificates and the ·dis­
tribution of Union stock certificates. No fractional shares or scrip ·certificates will be issued in connection 
with the Acquisition. · In lieu thereof, any Silver Bell shareholder who otherwise would be entitled to 
receive a fractional share of Union Common Stock will receive. cash equal to the per share ~arket 
value of Union Common Stock (based on the average of the closing prices of Union· Common Stock on 
the New York Stock Exchange on each of the ten trading days immediately preceding the Time of 
Closing multiplied by the. fraction of a share to which such stockholder o~eiwise w0uld -be entitled) . . 
No Silver Bell shareholder shall be entitled to any dividends or o~er rights with respect . to such fractional 
interests. · 

Each Silver Bell · shareholder will be re4}uired to surrender all of the Silver Bell stock certificafes 
registered in his ~ for cancellation prior to the dissolution of Silver Bell in order to receive the Union 
Common shares to which he is entitled. Pending d:is1ribution to Silver BeD's ·shareholders or to the 

' ' 

Treasurer of the State of Colorado, the Union ComJDon.Stock will be held by United Bank of Denver, 
the · Exchange . Agent. The Exchange Agent . will receive and hold all dividends pay~ble on Union's 
Common Stock beld by. it A . Silver Bell shareholder will not be entided to receive any dividends which .. 
may be declared to be payable to Union stockholders of rec:ord as of any date after con$ununation of 
the Silver Bell Acquisition unl~ such ~rson bas surrendered all Silver Bell stock certificates registered 
in sueh person's name prior to the dissolution of Silver Bell. Any such dividends and auy cash payable 
in lieu of fractional share interests wiJJ be held. by the Exchange Agent, and remitted to a SilTer Bell 
shareholder, without interest, at the time such person's stock certificates are surrendered; provided that 
mch surrender is made prior to the di~lution of Silver Bell. Silver Bell's management anticipates that 
Silver Bell will be dissolved as soon as is practicable and, in no event~ later than one year after the 
date on which shareholders approve the Plan of Liquidation. 

In the event that any shareholder of Silyer Bell cannot be located at the time the corporation is 
dissolved, the · shares to which he is entitled will be sold and the proceeds of sale, together with 
accumula~ecj dividends and any payµients due for fractional share.s, will be paid to the Treasurer of the 
State of Colorado to be held by him for 21 years under the pro visions of the Cplorado escheat statute. 

· 'During that period, any shareholder. who could not previously be fqund can make claim for his · p<Jrtion 
of the fund. · · · . · · · · · : · 
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Resales of Union Common Stock by Silver Bell Affiliates: 

. Rule 145 promulgated ·under the Securities A_ct of 1933, as amended (the "Securities Act"), limits . 
the right of each "Silver Ben Affiliate" to resell shares of Union Common Stock received upon dissolution 
of s ·ilver· Bell. The term "Silver Bell Affiliate" means each person who may be deemed to be a person 
who controls, or who is a member of a group which controls,. is controlled by, or who is under common · 
control with, Silver Belf at the time the proposed .Silver Bell Acquisition is submitted for the vote of the 

. stockholders of Silver Bell. Silver Bell will obt~in from each of the persons regarded as ·a Silver Bell . 
: · .Affiliate ·prior:to 'the effec.tive.time .of.·the Acq·utsitibn~ ·as a::conditioh to 'the distribu'tibri. of Union· Common . ·.. . . . . . . ... . 

shares, a letter-containing. a :r~presentation. to ·uniori that . such person . will.' not make any disposition 
of any, of ~he .~h~res of Union Common Stock obtained a_~ a result of the Silyer Bell Acquisitipn (presently 
believed to aggregate approxim~teiy 81,989 sha~es of ·Union .. Comm:on ·stock)' unless": o, such ·.distribu-
tion has been registered under th~ Securities Act; (ii) the sale· of the ·shar.es -is made in- conformity with 
the _volume ·a_n~ other applicable_ limitations of Rule 145 promulgated under the Securities Act; or ( iii) 

.some. ot~e·r exe'!lpt_ion from registration· <?f the . ·shares . is availa~~e. ··union has not granted ·registratio~ 
_rights to ariy SH~er: Bell Affiliate. Such letter will be in the form of 'Exhibit" 8 to ·the Silver Bell' Agree- . 
_ment, which- Exhibit is attached to .this Joint Proxy _ St_atement as Annex V and incorporated _ herein 
by reference. · 

Effective Time of the Silver Bell Acquisition: 

The Siiver Bell Acquisition will ·become effective at the Time of Closing, which is defined in the 
Silver BeU Agreement as December 15, 1978, or at such ·ea'rlier or later tiJDe· as may be agreed upon by 

· the· parties. See THE S_IL VER BELL ACQUISITION - Certain Terms of the Silver Be ll Agreement -
· Amendments, Conditions and Termination Provisions as to _the rights of the parties to amend the Silver 
Bell Agreement an~ to proceed with t~e Silver Bell Acquisition even though certain of the conditions 
thereto might not have been satisfied .. -

It is intended that t he officers of Silver Bell will file . a statement of intent to .dissolve with the 
Secretary of State of . the State of Colorado ~ithin rs .days after the effective date of the. Silver Bell 
Acquisition and th~t Silver Bell w.ill promptly proceed to take .the steps required to distribute the Union 
Common shares and any cash .payments to Silv.g Bell' s -shareholders and to dissolve the . Company. It 

.is estimated that distributions will begin approximately 30 days after· th~ effective time of the Acquisi-
tion, although unforeseen circumstances may delay such ~~stributions. · · 

Whei:i it is determined that the Silver Bell Acquisitio~ -has· become e~ective, press relea~s-to that 
effect will · promptly be · distributed to various newspapers and wi~e servi~es. Should it be necessary to 
abandon the transaction, press releases to· ~hat _effect_ ~il~ . ~ ~im~arlY,. disseminated . . 

Certain Term·s of_ the Silver Bell Agreemeht: 

The following is a summary of some of ·the terms of . the Silver Bell Agreement not discussed 

elsewhere: 

Representations, Warranties and Covenants: Silver Bell has made representations and warranties 
to · Union with respect to, among. · other things, the info rmation included in its Annual Report on 
Form 10-K for the fiscal year ended March 31 , 1977, title to the Assets; and the absence of litigation 
or claims of others affecting the Assets. In addition,' Union has made_ representat_ions and warranties 
to· Silver Bell with respect to, among other · th~ngs, certain C>f its audited financial statements, certain 
litigation in · w~ich. it is involve~ and the absence since Deceml;>er 31, 1977 of any material adverse 
change in its finari~ial condition or in the results of its operations or of any other event, condition or. 
state of facts of any character which materially and adversely affects or threatens to ·affect the results 
of it~ operations or business or financial condition. The representations and warranties · contained in 
the Agreement will survive the clos~ng of the transaction. Union will waive any r ights it may have 
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against Silyer Bell shareholde1 s to recover damages for breach of. any representations, warranties or 
covenants at the Time of Closing, as hereinabove defined.· 

Amendments, Conditions and .Termination Provisions: The Silver Bell Agreement states that · 
· _any and _ all amendments. ~ust be in writing and executed by .all the parties thereto. 

-· _:. : ·The• ol>ligati'oris· of .'Uniori~· Mine·~als and Silver Bell . to ... catise the'Silver'·BeU :Acqti1sition· to:·be·:con:.'· 
.swnmated are subject to ceruµn conditions, ·including without limitaiion that:- (i) no proceedings .shall 
be ·pendi.ttg or threaten.ed in w~ich it is· sought to restrain or .prohibi.t the· co~pletion of . ~e Silver Bell 
Acquisition ·.a.rid ~o other p:iaterial proceeding is pending or threatened; (ii) . the holders· of at Jeast two­
thirds of Silver Bell's. ou~tandi11g stock. ~haU .have approved . tl~e Silver . Bell .Agreement; .~nd . (iii)· all 
iegal proceedi~gs in connection 'Yith . the transactions shall be . satisfactory . to ea~h party's counsel and 
all required releases; ·waivers and ~onsents sha.Jl_· have. been· obtained. The .. ~bligations of. Silver Bell are 
subjtct . to certain· additional. ~()nditions; including without limitation that: (i) all obligations shal) have .. · · 

· · b~en ·performed by Union an·d Minerals, including the listing ·on the New York, Midwest and Pacific 
Stock Exchanges· of the shares of Union . common Stock to be is:sued to Silver Bell upon completion of. 
the Acquisition; (ii) Union's repres~ntations shall be substantially accurate~ (iii) certain legal opinions 
shaH have been delivered; (iv) all consents, approvals an~f' actions required by law (including share­
holder approvals ) sha11 have been obtained or taken; and (v) the owners . of ·fewer than an aggregate 
of five percent ( 5 % ) . of Silver Bell's shares shall have exercised dissenters' rights. . · -. 

The obligations of Union and Minerals are also conditioned upon the satisfactory performance or 
waiver of the following conditions: · (i) Silver Ben shall have performed its obligations and covenants; · 
(ii) the Silver BelLAss~ts shall be in substantiaJly· the same condition they were in on April t ~ 1978;. · 
(iii) Silver Bell shall have delivered such evidence of title to the Silver Bell Asse.ts and .other title infor­
mation as Union may reasonably have requested; (iv) title to the Silver Bell Assets shall be satisfactory 
to Union; ·and (v) Union shall have :determined to its satisfaction that the representations ~ade in the 
Silver Bell A~eement are substantially accurate ~n · all material _respects: · 

It is contemplated that these conditions will be . fulfiJled before the Time of Closing, but .the Silver 
Bell Agreeme.nt provides that if any on·e more of such conditions shali not have been · satisfied, the _ 
party whose obligation to proceed. is made s_ubject to the satisfaction of suth condition may, nevertheless, 
at its election, -proceed with the Silver Bell Acquisition. Notwithstanding the right of each party to · 
waive the satisfaction of any condition to its obligation to proceed with the Silver Bell Acquisition, the 
Silver Bell Acquisition will not be consummated if, at the Time of Closing, the Silver ~ell Acquisition 
will not, .in the ·opinion of Silver .Bell's tax . counsel, constitute a tax-free reorganization. See THE 
SIL VER BELL ACQUISITION - Federal Income Tax Consequences. . . 

The Sjlver Bell Agreement may be terminated prior to or after shareholder approval of the Silver 
Bell ,Agreement, in the event th~ transactions conten;iplated by. the Silver Bell Agreement are not con­
summated on or before December 15, 197~ (unless such date is extended by mutual agreement of the . 
parties), because of the nonoccurrence of any condition. 

Rights of Dissenting Shareholders: 

Any· Silver Bell shareholder has the right to dissent .from the proposed tr:ansaction ~d, if th~ 
proposed transaction is approved and not abandoned, also has the right to receive cash in lieu of 
Union Common Shares by complying with the notice requirements and other procedures described 
under RIGHTS OF DISSENTING SHAREHOLDERS OF SIL VER BELL AND MANCOS at Page 
17. If the holders of an aggregate of more than 5% of Silver Bell's outstanding stock exer_cise dis-
senters' rights, the Silver Bell Acquisition may be · abandoned, un]ess SiJver Bell waives this condition 
to completion of the transaction~ 
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The Silver Bell - Mancos Transaction: 
In 1973,. Silver Bell and Mancos entered into an Interim Agreement under which Silver Bell 

·agreed to acquire· the assets of Ma.ncos for 125,000 ·shares of Silver Bell's- Common Stock. Until" 
February 11, 1977, certain pending litigation, Silver Bell's inadequate capitalization and Mancos' 
inability to obtain audited financial statements prevented Silver Bell from issuing the necessary shares 
and completing the transaction .. 

. In 1978, Union, Minerals and Silver Bell agreed that Minerals would acquire substantially all of · · 
. . ' .. , .· _, ,o: -,Sihlet". BeH's- a$sets· ·iri ~xchange for 425,0Qff :shai.-es:.·oflJnion;s·:Comnion ·stock.·· ·silver:-ikll request~d ?· ·· . .-:.; · ... · ·· 

that Union and Minerals acquire Manco~' assets directly as a means of discharging Silver Bell's obli-
g~tions under . the _Interim Agreement. Because Union and Minerals . ·have no , int~rest .· in _acquiring 

. Mancos' assets, ., they agreed to do .SO only upon the ·condition that the ii"umber. of :shares to be- issued ' 
··to Mancos· wou)d,_reduce the nu~ber of shares issued to Sliver Bell. The 418,095 Union· shares to ·® · · 
issµed ·to Silv~r.:·_Bell and the 6,905 shares to be- issued to Mancos ·res~lted .from· this agreement and· . 

. re.fleet the number· of Union shares which wouid have been r~c~ived . by· Mancos' shareholders if Silver 
. . Ben had acquired· M~ncos. pur:suant to· ~he Jnt~,rim. Agreement: and Union. had· iss·ued 425,000 shares in 

exchange· tor Silver Bell's assets. .. . 

A Conditional Release was executed on June 19, 1978 by Silver -Bell and Mancos whereby Silver 
Bell was released from its obligation to acquire Mancos' assets if the Silver Bell and Mancos Acquisitions 
described in this · Joint Pioxy Statement are completed. If the Acquisitions are ·not compl~·ted for any 
rea.son, the Conditional Release provides .. ihat the Interim Agreement betw~en Silver Bell and Mancos 
will again be effective. · 

PURPOSE OF THE MANCOS MEETING 
The Special Meeting of Shareholders . has been · called to consider and vote upon a proposal to 

ap"prove and· adopt · the . Agreement and Plan of Reorganization by and among Mancos, Union Oil 
Comp~y of California, a California corporation ("Union") and Minerals . Exploration Company, a 
California corporation and a wholly-owned- subsidiary of · Union, ('-'Minerals"). Minerals will acquire 
subst-anti~lly all of the assets, except for cash on ~and, in . banks (including certificates of · deposit) and 
on deposit with third parties of Mancos (the "Manco~ Assets") in exchange for_ 6,9Q5 .-shares of Union's 
Common Stock, ·par value $8½_ per share ("Union Common Stock"'). ·-Neither Union nor Minerals 
will· assume any obligations_ of Mancos and Mancos will continue to be liable for the sa_tisfaction of 
any obligations in existence. ·at the completion of the Mancos Acquisition. Aside from the described 
obligations· and the obligations which will arise in connection with the co~pletion of the sale-of-assets 
transaction described hefein ( See EXPENSES ·on page 16 hereof), Mancos has no known·· obligations. 
Mancos will p_ay all such current obligations prior to or in .the course of liquidation. . 

After the transfer of · assets contemplated by - the Agreement and Plan of Reorganization ( the 
"Mancos Agreement") is completed, it is cootemplat~d that the shares · of Union· Common Stock issued 
to Mancos as consideration for such transfer (except to the extent that sales of such shares may be 
made to provide cash to pay persons entitled to fractional shares, to pay expenses of Mancos and to 
make payments to any dissenting Mancos shareholders) · will be distributed to the shareholders of 
Mancos according to their respective interests and that Mancos will then be dissolved pursuant to 
the Plan of Liquidation, _a _copy of which is attached her~~~ as Ann~x II and applicable law. 

The Mancos Agreement is attached hereto ·as Annex IV. The statements contained in this Joint 
Proxy Statement with respect to the terms of the Mancos Agreement are subjec~ to the more complete 

· information set forth in sucJ_1 Annex and are qualified in their entirety by reference thereto~ 

. VOTE REQUIREJ) 
Approval of the acquisition by Minerals _of the Mancos ·Assets (the ~'Mancos Acquisition") and 

the dissolution of Mancos will require the affirmative vote of the holders of not less than tw~thirds 
of the outstanding . shares of Mancos Cqmmon Sto·ck entitled to vote at the meeting. 
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The members of the ·Mancos Board of Directors have indicated to Mancos that' they ·intend-- -· 
to vote ail .shares of Manc~s Common Stock owned by them iri favor of the Mancos Acquisition; as 
of July ,15; 1978, such shares COQStituted· 30.05% of the total number .of outstanding shares of M~cos. · 

. . 

Even if the :Mancos Acquisition 1s ,;pproved by' 'the Mancos shareholders, its_ completion will 1>e · 
subjec·t to a number of c_q~ditions.- See T~ ~ANCOS· ~CQUISITIQN-· Certain . T~~s . of ·t~e·. 
Mapc~$· .Agreement-.. ,Ame~<;ilJlen_ts,. . Con4itic;>Q~ .... aQd .Terµiina,ti,OD: J?rqv~.siqns ·-.at r~ge .. 15:/ .. ·· . .... : i .~·· ·_. .. ·: ... · · · .:: : ·· . .. 
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Union. ~s a ·Califoraja;.corpo.ratiori _·with its , principal ·execulive,-·offices ··,at. ·Union·. Oil (:enter,' Los 
Aoge,les,. California 9ooif '.(.telepho1;1e [Zi3J° .486-7600),. ; Union' is engaged: pri~cipal,lyin 'petroleum, : 

·. chemical and mineral·. ~pe~at~on.~. ; Petroleu~ .t>pe.rations. involve_ the exploratio~, -·pr~uctjon; . trans-: 
portation and sale c::>f crude_=.~it, n~tural ga~ and geothermal reso1:1rces; and the niamifactur~,.transportation . 

· and marketing of petroleum products . . Chemical operations· . involve the ·manutactu·re, · purchase ·ana 
marketing' of chemicals for .mdustrial ~nd agricultural uses. Mineral operations primarily ·inv~lve the 
explorati9n; development, mining; processing and marketing of molybdenum, columbium, rare e;uths 
and uranium. Other operations include real estate development and sales. · All phases of b~siness in 
-which Union engages ··are highly . competitive: · Union's busin.ess will continue to· be affected not only 
by such competition, but by general economic developments, governmental regulations, labor conditions 
and technological and international developments. See BUSINESS AND PROrERTI~ OF UNION 
at Page .27. 

Mancos has been inactive since its incorporation in 1970. It o~ns expioratory mining-properties 
in Montezuma· County, Colorado. See BUSINESS AND PROPERTIES OF MANCOS at Page 59. 

Board of Directors R~ommenclation: 
The Mancos Acquisition has been voted on affirmatively by each of the Members· of the :Board 

of Directors of Mancos. · At a meeting attended by two of its · three member~~ the Board of Directors · 
of Manco~ has recommended that the M~~cos Agreement be approved by the shareholders of Mancos.­
A 'third director executed a Waiver of Notice and Consent to the action of the Board. of Directors. 
The Plan of Liquidation was .adopted. by unanimou·s v,,ritten consent of Mancos' . Board of Directors. 
No Mancos Director has expressed disapproval of the Mancos .Acquisition. ·. . 

The B.oard of Directors of Union unanimously approved the Mancos Acquisition. 
. . 

The . terms of the· Mancos Agreement reflect . the terms of . the Interim Agreement entered into· 
by Mancos ·and Silver Bell' Industries, Inc., a Colorado corporation ("Silver Bell") on September 6, 
1973. That agreement provided that at the earljest possi_ble date the parties would enter into an 
agreement under which Mancos would sell all of its . assets to Silver Bell in exchange for 125,000 shares 
of Silver Bell stock~· The Interim · _Agreement was not concluded d~e to pending litigation against 
Silver Bell, Silver Bell's inadequate capitalizat.ion and Mancos' inability to obtain audited financial 
statements. 

In 1978, Union, Minerals and Silver Bell agreed that Minerals would acquire substantially all of 
the assets of Silver Bell for 425,000 shares. of Union Common Stock. Silver Bell requested that Union 
and Minerals acqujre Mancos' assets directly as -~ ·means of · discharging Silver Bell's obligations under 
the Inte'rim Agreement. B~cause Union and Minerals have no interest in acquiring Mancos' assets, they 

. agreed to do so only upon the condition that the number of shares to be issued to Mancos would reduce 
the number of shares issued to Silver Bell. The 418,095 Union shares to be issued to Silver Bell and the . 
6,905 shares to_ be issued to Mancos resulted from this agreement and reflect the. number. of Union shares 
which w<?u1d have ·bec;n rece~ved by Mancos'. sharehcjld_ers jf Siiver Bell .h~d acquired Mancos pursuant 
to the Interim Agreeme.nt and Union had issued 425,000 shares in exch~nge fo~ Silver Bell's assets~ 
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A Conditional Release was executed on June 19, 1978 by Silver B~ll and Mancos whereby Silver 
Bell was released from its obtigation to acquire Mancos' assets if. the Silve~ Bell and Mancos Acquisitions . 
described in this Joint Proxy Statement are completed. If the Acquisitions are not completed for any 
reason, the Conditional Release provides. that the Interim Agreement between Silver Bell and Mancos will again b~ effective. . . . ' 

Mancos' Management anticipates · that M·ancos' shareholders will ·benefit from the · Mancos 

Acq~isition _f~r- }h~fo!l~wi~~: ~easo_ns: . .. . . .. . . .· ,. . . . . . . . _ _._ , .· . :. : ··. -:". ..... , . .:; . 

(a)' In lieu of Mancos ~hares which are not- reapily tradeable, Mancos shareholders will 
receive shares of Union, which are trad_ed on the New York, Midwest. and Pacific Stock Exchanges 
and m_ay b~ µio:re easily sold· or pledged; · -

1 
· · 

( b) Mancos has no producing ·properties ~t the . pr~serit time~· and no significant revenues, 
recurring cash flow, or earnings from oper:ations: .111 addition, th.~ mini11g b~siness is highly competi­
ti~e and. capital intensive.- _GiveiJ 'its limited fihclllcial reso~ces, Management believes the tra~saction 

. . with Unic:>n wili' _enable Mancos to ·realize some value: from it~ .. no'~producing mining pr,operties; 
• • • • . • ' > 

( c) Mancos shareholders, who have . never received a dividend, may .be expected to benefit 
from . Union's policy of payment of dividends on a regular basis, although Union's future share 
dividend policy is subject to change~ See COMPARATIVE PER SHARE DATA at Page ·20. 

· As ·of July 15, 1978, the present officers and directors of Mancos, together with their wiv~, 
children and trusts of which such persons are trustees or beneficiaries, owned beneficially an aggregate 
of 530,500 shares of Mancos' Common. Stock, representing 30.05% of _the total ~umber of outstanding 
shares. Of that number, Earl J. -Brubaker owns a total of 510,500 shares or 28.92% of the total number 
of outstanding shares. · 

There are no outstanding options or warrants to purchase shares of Mancos' Common St~k. 

The Board of Directors of M~ncos recommends· a vote FOR the propos~l relating to · the M~cos 
Acquisition. · \ .. 

Federal Income T~ Consequences: 
. Mancos has obtai~ed an opinion fr~m Messrs. Reardon, Reardon and Reardon, a professional 

corporation, tax. counsel, to the effect that t"e . transa~tion wi]). constitute a tax-free reorganization within 
the meaning of Section 368(a) (]) (C) of the Inter~al Revenue Code of · 1954~ as. amended, and that 
no gain or loss .wilf be realized by Mancos· or its stockholders, except to the extent a stockholder receives 
cash in lieu of fractional shares or for payment of dissenting shares. The basis of the Union Common 
Stock . to be received by shareholders· of Mancos w,ill be the· same as the basis for· the :Mancos Commo11 
Stock. surrendered · in exchange therefor. Mancos did not ·request a ruling· from "ihe Internal Revenue 
Service relatin·g to the federal income tax conseque9ces of the Manco_s Acquisition. 

Any cash received by Mancos shareholders in lieu of fraction~l shares or in payment of dissenting 
shares will constitute taxable income. See THE MANCOS ACQUISITION-· - Distribution of Union 
Common Stock; Fractional Shares below. Shareholders of Mancos should consult their own tax advisors 
regarding the tax consequences of the acquisition to them. 

Distribution of Union Common Stock; Fractional Share~: 
.If the Mancos Acquisition and proceedings required· by Color~do law for the voluntary dissolution 

of the corporation are complete·d, the · shares of Union Common Stock issued to . Mancos as considera­
tion for the transfer of the Mancos Assets ( except to the extent that sales of such shares may be made 
to provide cash ~o pay persons entitled to fractional shares, to pay expenses of Mancos and to make 
payments to any dissenting Mancos ~hareholder) will be distributed to the shareholders of Mancos in 
~o.o:iplete djssolut~on of Mancos according to their . respective i.nterests. · Distributi~Ii. of shares · and/ or · 
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cash will be made to shareholders of record on October · 16, 1978 ~d no -further transfers of Manc.os 
shares will be made subsequent to that date on Mancos' transfer records. 

Management of M.ancos · estimates that cash in the amount of approximately $30,000 will be avail­
able to ·Mancos during the period prior to completion of the Mancos Acquisition, tha't Mancos,.· expenses· .· 
will be $30,000 ·and tbat Mancos will be obligated to· pay approximately $7,500 -to· satisfy its obligation . 

: . , ....... to .. p~y _ c~sh ..to persons .ep ti{led .. to _fractional sh a.res... ·A~ su.ming. tbat no pay men ts .are .. required . .to ·be. mad.e ,. , · -·· '.· · .. · : .. :_._ : _ ·· ··. · 
. . . to dissenting shareholders· ~nd .. that no unanticipated obligations of Ma~co~ arise, Mancos will be required' . 

to sell approximately 150 shares of Union Common Stock (based upon the _price per ·share of Union 
Common Stock.o.f $50 on September 6, .1978) tq m~et such obligations to pay c~sb . . Based.upon $e . 
foiegoing . estimates and assumptjons, a Mancos shareholder wi11 receive approximately .0039 shares of.: 

. UQion Common Stock for each. Mancos Common .share he holds (25-5.46 Mancos shares will be entitled . 
to approximately one share of'UniQ~ Common ·s .tock) . . Such exchange ratio 'is ,subject to change if -~ny· 
o~ the · foregoing estimates or assumptions. prove incorrect. If substantial · increases in Man~os' expenses 

. or obligations· or a substclntial ·d~rease in the .price of shares· of Union Common Stock occur, s~ch -
exchange · ratio may decrease. 

At the· time of distribution, a lett~r of transmittal . will ·be furnished to shareholders of Mancos for 
use in delivering their stock certificates to Mancos . . Such letter · will contain instructions with 
respect to the surrender of Mancos' stock certificates and the distribution of Union stock certificates. 
No fractional shares or scrip certificates· will be issued in connection with the Mancos Acquisition .. 
In Ueu thereof, any Mancos shareholder who otherwise would be entitled to receive a fractional share . 
of Union Common Stock will receive cash equal _to the per share market value of . Union Common 
Sfor.k (based on ·the average of the closing prices of Union Common Stock on the New York Stock 
Excha11ge -on each of the ten trading days immediately preceding the Time of Closing multiplied by the 
fraction of a share to which such stockholder otherwise would be entitled). No Mancos shareholder 
shall b~. entitled to any dividends or other rights with respect to such fractional interests . 

. ~ach Mancos shareholder will be required to ~urrender all of the Mancos stock certificates. registered . . 
in Jt.Js ·name for c.3_ncellation prior to the dissolution of Mancos in order to receive. the Union Common 
$1.ilares to which he is entided. Pending distribution to Mancos' shareholders or to the _ Treasurer of the 
State of Colorado, the Union Common Stock will be held by Mancos. Mancos will receive and hold all 
dividends payable on Union's Common Stock held by it. A Mancos shareholder will not be entitled to 
receive any dividends 'ft'hich may be declared to be payable· to Union stockholders of record as of any . 
date after consummation of the Mancos Acq~isition unless such person has SIB't'endered all Mancos stock 
certificates r~t~red in such person's name prior to the dissolution .of Mancos. Any such dividends and 
any c~h payable in lieu of fractional share interests will be held by Mancos, and remitted to a Mancos .· 
sbar~holder, without interest, at the time such person's stock certificates are surrendered; provided that 
such surrender is made prior to the dissolution of_ Mancos. Mancos' management anticipates that Mancos 
will be· dissolved as soon as is practicable and, in no event, later than one year after the date on which 
shareholders approve ~e Plan of Liquidation. · 

. In the event that any Mancos shareholder cannot be located at the time the corporation is dissolved, 
the shares to which he is entitled wi11 be sold and the. proceeds of sa1e, together with accumulated 
dividends and any payments due for fractional shares, will be paid to the Treasurer of the State of 
Colorado to be held by him for 21 years under the provisions of the Colorado escheat statute. During 
that period,. any shareholder who · could not previously be found can make claim for his porti~n of 
the·· fund. 

Resales of Union Common Stock by Mancos Affiliates: 
Rule _145 promulgated under the Securities Act of 1933, as . amended (th.e "Securities Act"), 

limits the r1ght of each· "Mancos Affiliate"· to resell shares of Union Common Stock received upon 
liquidation of Mancos. The term <'Mancos Affiliate" means each person who may be deemed to 
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. be a pers~n. who controls, or w~o is a member of. a group which-controls, is controlled by, or who is 
under co~inon control with; Mancos at the time ~he proposed Mancos Acquisition is submitted for the 
vote of the stoc-,Cholders of Mancos. Mancos · will obtain from each of the persons regarded as a Mancos 
Affiliate prior to the effective time of the Manco·s. Acquisition, as a condition to the distribution of Union 

· Common Shares, a letter containing a rep~esentation to Union that such person . will not make any 
disposition of ~ny of the shares of Union Common Stock obtained as a result of th~ Mancos Acquisition . . 

.- (present_Iy belieyed to ag_gregate approximately· 2,067 s~ares of ·:,_Union· Common Stock) : unless: . 
. ·(i) such. qistribut_iqn J1as .. lJeen _regis_ter~.d 1,u1d_er_ tl.1~ . ~curiti~,Act;:_.(ii) :the. _sale of the shares. is- made · . . 

;_ ·. in ~op£ or~'ity with the_ voluine · an·d other ·ap.plic~bie limitations . of Rule 145 prom:uigated under .tile . · 
· Securities Act; or .( tii) some other exemption·· from registrati~n of the· shares is . available. ,Such· letter 
. :wm be· in th~ fotm of EJhibit 8 to the. Manco_s · Agr~ementt which. Exhibit is attached ·to this.· J oirit Proxy 

· ,· Sta.~eme~t as .Annex .. VI and incorporated ·herein by -reference.· Uni<;,~ has ·not _grant~d registr~tion.rights 
. · to: any· _Mancoi: _Affiiiate: · . . - . . . . . .. . . 

. .. 
. . . ' , .. · . ' .. . .' . . . . : . . . 

. , -:~ff~tiYe 'lime,'_of the. Acqms1tion: 
.. . . .:. The--M~n~os · Acquisition-·_\V1il ·become effectiv~: at the · Time of Closing; which is defined in the 
·Ma~cos Agr~~ment as December 15, 1978, or at such earlier or later .time as may be agreed upon by 
the parties. Se.e.THE MANCOS AC_QUISITION-· Certain Terms of the-Mancos Agreement-. Amend­
ments, Conditions and 'fenriination Provisions as to the .rights of the parties to ·amend the Manco~ 
Agreement and'.to proceed with the Mancos Acqui~ition_ even ·though certain of the conditions thereto 
inight not have_· been satisfied. · __ · 

. . 

It is estimated that the officers of Mancos will · file a . statement of intent to dissolve with the · 
Secretary of · State of the State. of Colorado within 15 days .after the effe.ctive date of· the Mancos 
Acquisition and tha,t .Mancos will promptly proceed to take the steps ·required to distribute the Union 
Common Shares and any· cash payments to Mancos' shareholders and to dissolve Mancos. It is · 
estimated that distributions will begin approximately 30 days after the effective time· of the Mancos 
Acquisition, · although unforeseen circumstances may delay such distributions . 

. When it is . d~tennined that . the . Mancos Acquisition :h_as _become effective, press . releases to that 
effect ·will ·promptly be distributed to various newspapers.. and wire services~ Should it be- necessary . 
to abandon the transaction, press r~leases- to that effect will be similarly disseminated: . 

Certain Terms c»f t_~e. -~ancos Agreement: · . 

The followi_ng is a sunimary of some of the terms of the Mancos Agreement not discussed elsewhere: 

Representations>· Warranties" arid Covenants: Man_cos has made representations and warranties 
to Union with respect to, among other things, the· information included hi -its Financial Statements 
for the fiscal year ended December 31, 1977', ti~e to the Mancos As.sets, and the· absence of litigation 
or . claims of others affecting the Mancos Assets ( except for the agreement with Silver Bell described 
in this _Proxy Statement). In addltioh, Union has made representations and warranties to Mancos 
with respect · to, among other things, certain of its audited. financial statements, certain litiga~ion in 
which it is involved and the absence since December 31, · 1977 of any material adverse change in its 
.financial condition or in the results of its · operations · or of any other event; condition or state of facts 
of any character which mate'rially and adversely affects or threatens to affect the results of its operations 
or business orfinancial condition. The representations and warranties contained in the Mancos Agreement 
will surv1v~. the closing -of the transaction. Union will . waive any rights it may have against Man_cos 
shareholders to recover damages for brea~h of any representations, warranties or covenants at · the Time 
of Closing, · as herein above defined. 

Amendments~ Conditions and Terminatiqn Provisions: The Mancos Agreement states that any 
and all amendments must. be in writing . and executed . by all the parties thereto. . . . 
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. . The 'Ob1igations--ef. union, ·Minerals and Mancos to cause the Mancos Acquisition to ~ consummated 
are subject t(? certain conditions, including without limitation that: · (i) no proceedings shall be pending 
or threatened in which it is sought to restrain or prohibit the completio~ of ~he ·Manc~s Acquisition 
and no other material proceeding .is pending or threatened; (ii) the ·holders of at least· two-thirds of 

. Mancos> ou~tanding stock shall· have approved the Mancos Agreement; . (iii), aU legal proceedings . 
in conriection · ·with the .transac.tions · sh.all be · satisfactory to each party's . counsel and all ·require<i' · .. 

: .. : : . . .- .· ;releases/ w;livers:,·.and ·consents· shall have. 'beeri .':obtainedf and . .(iv)' :the'',completion of the )\greemeiit : .. •,_ .: 
.and Pian. of ~eo:rganization b~tween Silver IJell, Uniqri and· Minerals dated May .15~) 978.. . . .. 

. ,•' - . . .. 

. . \ . . . ' . . . . . 

. The 'o~ligati~ns ofMa.IlC()S are s1;1bject to .certabl additional· conditions~. i.~cluding without limitation : .·. : . 
. 'that: (1)' all. obligations shaff)1ave been pe.rfo~ed . by Union and Mineral~, including the listing · ~m: .· 
. the. New: Yotk;·. Midwest and:Pacific Stock ·Exchange~ o~ th~ shares of Union .Common Stock .tQ :be 

,, .is~ued' to ¥.~c9s up~n- completion -Of. the. ·Mancos ·.Ac:quisitio~; (ii) Union's representatio~s shall' be . 
.. ·su,l;>stantially acc:urate; (iii) certa~ legal opinions shall ·h~ve been delivered; (iv). a.ll consent~; approyals . . 
. ~d,: action:~ 'req:u~ed by law (iQclµding, shareholder approvals) shall ., have been .obtained or . taken; . 
. and (v) th~ O'Yfi~I'S of fewer than an aggregate of twenty percent. (ZO%) of Mancos~ shares shall h~ve: 
·. exercised :~issenters' . rights. . 

· The · obligations of Union and Minerals ~e ·a1so conditio~ed upon · the satisfactory perform,ance 
or waiver of the following conditions: (i) ·Mancos shal] have performed its obligations ·and covenants; 
(ii) the Mancos Assets shall be in substantially the same condition they were in on December 31, 
1977; . (iii) Mancos shall have delivered such evidence of title to the Mancos Assets and other title 

'information. as Union may reasonably have requested; (iv) .title to the Mancos Assets shall be· satis­
factory to Union; and ·(v) ·union shall h,ave determined to its satisfaction that the representations ·made 

· in the-Mancos Agreement are substantially ace.mate in all material respects. 

It is contemplated that these conditions will be fulfilled before the Time of Closing, but the Mancos . · 
Agreement provioes . that if any one· or more of such conditions shall not have been satisfied, the· party 
whose obligation to ·proceed is made subject to the . satisfaction of. such condition may, nevertheless, 
at its election, . ptoc~d with the· Mancos . Acquisition. Notwithstanding the right of ·each party to waive 
the satisfaction of .any condition to its obligation to proceed with the Mancos Acquisition

7 
the Mancos 

Acquisition' will 'not be consumniated if, at the Time of 'closing, the Mancos Acquisition will not> in the 
opinion of. tax counsel, constitute a tax~free reorganization . . See THE MANCOS ACQUISITION-. . 
Federal Income Tax Consequences. 

The Manco~ Agreement may be terminated prior to or after shareholder .approval of the Mancos 
Agree~ent, . in the ,event the transaction~ . contemplated by the Agreement are not consummated on 

· or before December 15, 1978 (unless such date is extended by mutual agreement of the p·arties), because 
of 'the nonoccurrence of any condition . 

. Rights of Dissenting Shareholden: 

Any Mancos· shareholder has the right to dissent from the proposed transaction and, if the pro­
posed transaction is approved and not abandoned, also has the right to receive cash in lieu of Union 
Common Shares by complying with the notice requirements and other procedures described under 
RIGHTS OF DISSENTING SHAREHOLDERS OF SILVER BELL AND MANCOS at Page 17. 
If the holders o( an aggregate of more than 20% of Mancos' outstanding stock exercise dissenters' 
rights, the Manco.s. Acquisition may be .. abandoned, unless Mancos waives this condition to completion 
of ·the . transaction. · · 

EXPENSES 

The Silver Bell Agreement provides that Silver Bell shall pay all costs of obtaining any required 
consents and waivers; :costs of curing. title to the Silver Bell Assets; its own· counsel and accounting 
fees; and costs of securing shareholder approval of the·.Agreement. Union shall pay costs of preparing 

. . 
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· the Registration Statement; its own counsel and accounting fees, including those. relating to title exam.; 
ination; and re~ording fees.- Printing cos~ will be shared equally with Union. It is estimated that Silver 
Bell's expenses will aggregate from $210,500 to $225,500, consisting of $37,500 for exchange agent fees, 
salaries of officers and empioyees and office overhead prior to closing, $100,000 for legal and accounting · 
fees, between $Z5;000 and $50,000 for printing, and $48,000 for miscellaneous costs. Expenses of 
Union are._e$timated to aggregate $7.1,750, consisting of $10,000 for outside accounting, $50,000 for 
printing, $4,250 for the Securities_ and· Exchange Commission filirig fee, and $7,500 for miscellaneous 

. ~bsts. . . . . . ... ,. . . . . . . .. ... . ·: .. .. ,... . ·. · .. . . . : · ... ·.' . . : ·. ·. ·. ·,. ·. ....... ' . .·· . . , . . 

The .Mancos Agreement provides that Mancos shall pay all costs of obtaining any . required con­
sent.s and w.aive_rs; co~ts of curing title to the Mancos Assets; its own counsel and_ accounting f~es; 

. and costs of securing· shareholder approval of the ·Mancos Agreemeo·t. Mancos' expens·es are estimated 
. tc> aggregate $3-0,00~, . consisting ~f $25,000 _for legal fee_s and $5·;ooo for. miscellaneous costs_. .. . 

PURCHASES OF ~ON COMMON STOCK 
' . 

Union has purchased- 425,000 shares of · its Common Stock, pursuant to a~ exemption from the 
operation of Securities and Exchange Commission Rule lOb-6 and· .in _conformity with the conditions 
set forth in the exemption letter obtained by Union. Such purchases commenced on or about April 25, 
1978 and the last of ~uch purchases was made on May 26~ 1978. The shares were purchased for 
use by Union in acquiring the · Assets of Silver Bell and Mancos. The closing price per share of 
Union's Common Stock ,1s- reported by the Wall Street Journal NYSE-Composite Transactions on 
April 24, 1978, ~e day prior to the day on which purchases·commenced, was ·$49¾, and was $49¾ 
~n May 26, 1978, the day on which purcha,ses ceased. · 

RIGHTS OF DISSENTING SHAREHOLDERS OF SILVER BELL AND MANCOS 

Any_ Silver Bell _or Mancos shareholder has the right to dis.sent fro_m the proposed. transaction 
· and, if the proposed transaction is approved and not abandoned, also has tµe right, upon compliance 
_with the procedures_ set forth in Section 7-4-123 of the Colorado Corporation Code to receive payment 
in cash for the fair market value of his shares as of November 2-6, 1978, for Silver Bell shareholders or 
as of .November 26, 1978 for Mancos shareholders, the _day prior to the date on· which the respective 
Special Meetings of Sharehol~ers are to be held, exclusive of any element of value arising from the 
expectation or accomplishment of the respective transactions. No sut:h right· exists unless demands for 
such payments are .filed, as described below. A shareholder may dissent with respect to all or any 
part of his shares. 

If the holders of niore than an aggregate of five percent (5%) of Silver Bell's outstanding stock 
exercise dissenters' rights, the Silver Bell Acquisition may be abandoi:ied, unless Silver. Bell waives 
this condition to completion of the transaction. See THE SIL VER BELL ACQUISITION - Certain 
Terms of the Silver Bell Agreement -Amendments,. Conditions and Termination Provisions at Page 10. 

If the holders of more than an aggregate of twenty percent (20%) of Mancos' outstanding stock 
exercise dissenters' rights, the M_ancos Acquisition may be abandoned, unless Mancos waives this 
condition to completion of the transaction. See THE ~ANCOS ACQUISITION- Certain Terms of 
the Mancos ·Agreement-Amendments, Conditions and Termination Provisions at Page 15. 

Any shareholder electing to exercise his right to dissent from the transaction ( "Dissenting Share­
holder") and have the ·corporation purchase his shares for cash must satisfy the following requirements: 
(i) he must file with the corporation a written objection to the sale of substantially all of the corporation's 
assets or to the dissolution of the corporation prior to the Special Meeting of Shareholders at which 
shareholder approval is sought; (ii) he must not vote in favor thereof; (iii) he must make written demand 
on the corpora~ion for the payment to biµi of the fair · value of · his . ~hares, whi~b demand must be 
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~eceived ·within ten ( 10) . days after the vote was t·aken; and (iv) within twenty (20) days after 
demand.ing payment for his shares, he must submit _ the . certificates representing his shares to the 
corporation for notation thereo~r that such demand ·has ·been mad~. Any dissenting shareholder failing 

· to make _d~inand wiUrin .the· ten-day period sh.all be bound by the terms of the sale. . . . ' 

. . . Within.· thirty ( 30.) days .. aft~r die Time of Closing, ·. th~ COfJ)Oration must give notice thereof. to 
·ea.ch: diss_enti~g . ~har~b.older .wpo· J1as made: d~m~~d. ,as proyideci. ·.abo~~ for ·the p~yment of the fair_. 

:· .; ' · .. · .. :-. value of his sluire·s: At such time;·. 'thf·co'rporatiori slialr"niake .. a wrltte·n:. offer to. each·. dissenting ·share-
-~ql_der to pay. for such. shares .a.ta ~pecified price deemed by the corporation to be· the fair value thereof. 

. . . ., . . 

. : ·I(-~ithin_'fifty (50)' days "aft~t the .. Tfine ·Of Closiiig,.·the value . of such shares is agree4. upo_n 
· between the· ~is.seoting $harehol,der: ·.an4 the. corporation, payment. therefor s_hall be made within ninety 
(90) . days· affer'sucti:.dat~::-upon tb:e surrender :of. his· cert~cate· representing such ·shares . . Up.on payment 
of .the ·agree:d;·'Y,aiu~~: the "dissenting 'sh.areholder ·shall -cease -to have any ,int~rest in such ' shares or in . 
. the corporatio.n. : . . . : . . . . . . . . . . 

. If~ 'wi~hin? ~uch ,period· of ·'ti.tty days; tb-e -:sharehoider and "the corporation do not so agr_ee, then 
. the ~orporatjon~ . within thirty d'ays after receipt of written demand from any dis~ertting shareholder 
given within .sixt/days afte:r· tqe ·.Ti~~ of (:losing··sh'all file, or at its -e}ection at any. _time within such 
period of sixt.y day~, may file; a petition in the district court for t~e county ~r city and county where 
the registered qffice of·tbe. c~rpor~tion is .located requesting that the.fair value of such shares be deter.: . 
mined . . If th·e .corporation fails to institute ~uch . proceedings~ . any dissenting shareholder may do so in 
the name of the . corporation;. All di~enting . shareholders, except those w_ho have previously agreed 
with. the corporation as to the fair value of ·t~eir shares, wherever residing, shall be made parties to 
the proceeding.· (If the corporation fails · to institute such proceedings and ·if a dissenting shareholder 
or shareholders do· not bring proceedings .in the· name of the corporation, dissenting shareholders will 
he entitled to receive the amount offered by .the corporation). 

The right of a dissenting shareholder to be paid the fair value of his shares as provided in Section 
7-4-123 of the Colorado Corporation Code shall cease if and when the corporation abandons the sale, 
or the ·shareholders r~voke the authority ·to :inake such sale. 

Persons who are beneficial owners of Silver Bell or Mancos Common Stock but whose shares are 
held of record by another person, such as a broker, bank or nominee, should instruct the recordholder to 

. follow the procedure outlined 'above if. such persons wish to dissent with respect to . their shares. 
,• . ·. . 

The foregoing is a summary of the rights of Dissenting Shareholders, does not purport . to be a 
complete statement thereof, and is qualified in its entirety by reference to the applicable statutory 
provisions of the Cqlorado Corpor~tion Code -which ar~ attached to this Joint Proxy Statement as . . . . . 

Annex VII. 

T}le receipt of. cash for Dissenting Shares by shareholders may give rise io taxable income. Share­
- holders are ur·ged to consult their personal tax advisors to determine the tax consequences of the 

exercise of dissenters' rights by them. 

SOME DlF.FERENCES BETWEEN COLORADO AND 
CALIFORNIA CORPORATION LAWS 

The rights ~f shareholders of Silver Bell and ~ancos, Colorado corporations, are governed 
prim~rily by th~ provisions of the Colorado Corporation Code. · Union is a .California corporation 
and ·the rights of its shareholders are governed primarily by the provisioris of the California General 
Corporation Law. The provisions of the. Colorado and California Jaws differ in many respects; briefly 
summarized below are certain of the principal differences affecting the rights of shareholders of Silver 
Bell, Mancos and Union. The summary does not purport to be a complete statement of the differences 

. ~etween the Calif?rnia General Corporation Law and . the Colorado Corporatiqn Code and related 
laws c1ffecting shareholders' rights and is qualified in its entirety by reference to the provisions thereof.: 
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a. Under California law, shareholders have the right of cumulative voting. in elections for · 
di.rectors, ·pursuant to which ~ach shareholder bas ~e right, upon giving specified notice, to give 
one candidate a number of votes equal to the number .of directors to . be elected multiplied · by 
the number of votes to which his sh~es are entitled, or to distribute his votes· on_ .the same 
principlei among as many candidates as he thinks· fit. Under Colorado law,. cumulative voting 
in the election of di'rectors is not mandated by. statute, and .the Silver Bell and .Mancos· Articles · 
o'f. Incorporation do rtot . presently .. provide f9r. cumulative voting. . . . . 

,', : __ . .-.-··:·. : :. : · ·' .b~:. -)J~der ·c .~lifornia , :1a~;·· .the. 'Jl°umbet · of .- director~. m'ay · b~' ,6h-~ged on1;· .by . the · vofo . 'of .... 
· .. shareholders, holding· a m~jp,rity. of the _shares ent~tled. to vote, .unless ~h~ . . Articles of Incorporation 

p,rov.ide.jas·.do t~ose of Union at the pre~¢i:it time) . for a~ in~eterminate .n~ber of directo~s -with· 
.the ·exact:. number: to. be fixed by ·ap_provai · of the hoar~ .or the· shar.eh.olders.· The Union Articles 
. of Inco.rpqt,at:iori provid~ ~or a minimum.:of: twelve·. and ~ maximum of ·fifteen -directors. In additi.on, 

·.· · · under. CaHforniir·raw the:·.riurriber of .directors may'.-not- be reduced t<> below five without the. vote 
. . . . of tb~ '·h~·ider(of .&'3½.%\>i the share~.' : ; . . . . ·. . . ,. . . . . . 

• , • ' 0 ; 0 ' · : N, ', , :·, , ' ' • 0 '0 ,• • •: .: , o • , • 

. c. ·.· . ..:cJnder: Califomi~ .. la~, spe.cial . meetings ·Of -the shareh(?lde~s may .be calied by the holders . 
of not l~~.s than 1.0% of the . .voting _power. Under ColoradC? la\\\ special meetings of shareholgers . 
may be.· caned only by_ the president,. the board of directors, the holders of not less than one-tenth . . 
. of all th_e .. shares entitled to vote at the m~eting, .or by such other o,fficers or persons as :r,nay be 
pr.ovid~d by the . articles · of incorporation or . the · bylaws. The bylaws of Silver Bell presently 
provide for the calling of° such a meeting by the aforesaid persons. The bylaws .of Mancos presently 

- provide f,o"t the, calling of such a meeting by the president, the board ·of directors or th~ holders' 
of ·.one-fourth of all .the ihares entitlec,i to vote at the meeting. 
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... COMPARATIVE PER SHARE DATA 
(Unaudited) . 

Earnings· Per Share . of Common Stock: 
Y• Ended December 31, 

. 1973 1974· ·1975 1976 · 
·Union: , . . . 

· ·'.· · • ·.:Historical:·· .: ... _:: ·. · ... _. <: ·.· _ _. .· ·: ·,,. .. _, · : .. -: . . : ··. ·· ::·,· ., .. 
. . Assuµii~g no .- · · 

. dilutioil(a) .......... $5.or $8".2'6 
Assur:µing full : ·. · . . . 

dilution(a}.:.~ ...... $4.lO "$6.64 
-Mancos: _ 

Historical ( b') ............ ~ _ 
. ·:-Pro Forma(c) .......... :.,. 

Silver Bell: 
Historical ( d) ............. ,. . 
Pro Forma( e) ............. . 

Book Value Per Share of Common Stock:-

Union: 

$6.30 . 

$5~32 

$(.0003) 
$ .0207 

' • .· ... . · . 

· $7.17 

$6:3·6 .", 

$ .0009 
$ .0248 ' 

1977 

.. · .... · 

:'$7.86 

'$7.39 

$(.00035)' : 
$ .0288 · 

Six Months Ended . 
lune 30, 

1977 .· · 1978 · 

$3.73: . $3.82 

$3.49 .$3.73 

. -Year Ended March 31~ . 
1976 . · 1.977 · · 1978 

$(0.04) 
$ 0.29 

$(0.05) $-(0.04) 
$ 0.34 . $ 0.40 

· Asof 
.December 31, . 

1977 

·Asof 
June 30, . 

1'7~. 

Historical(f) ............................. .. ... · .......... : ... ................................ · ................. _. $53.69 $56.41 
Mancos: · 

Historical(g) .................................................................................................. 04 $ 0.13848 
Pro For ma( c > ·-·-···········:··················:-·· · · ................ · ...... : ................................... $ 0.20939 

Silver Bell: . 

Asof . 
Mardl-31, 

1978 

Historical(h) ··-···········-·······--·-··· ········-· · -·········--···· · ................... : ..................... . $ 0.60 
Pro F~rma( e ) ........... .................................................... . ·················-···· ···········-· $· 2.90 

(a) Earning~ per share assumi"ng no dilution are based on weighted average Common Shares outstanding 
during each period and earnings after deducting preferred dividend requirements. 
Earnings per Common Share assuming full dilution assumes·· the weighted average outstanding 
pref erred . shares, convertible debentures and stock options were converted into Common Shares. 

(b) Income (loss) per share was computed using the weighted-_-average: number of shares outstanding · 

~, . ··:· ' . 

CHEV 005220 

during the year. · ' 

( c) Reflects exchange ratio of .0039 share of Union Common Stock for each share of Mancos Common 
Stock. , · 

(d) Net Joss per share is based on weighted average common shares outstanding ·during each period. 

(e) Reflects exchange ratio of .054 share of Union Common Stock for each share of Silver Bell 
Common S_iock using Union's full~ dilu~ed earnings per share for the years ended December 31, 
1975, 1976 and 1977 and .Union's book value per Common Share at December 31 , 1977. 

(f) Union historical book value per share is based ori the shareowners' .equity of Union and the assumed 
. conversion o~ any outstanding preferred shares, ·all convertible debentures and stock options ·into 
common shares at the balance sheet data. 

(g) Book value per· share is based upon the stockholders' equity at the end of the year- divided by the 
shares outstanding at year-:-end. No options to purchase were ever granted. · 

(h) Book value per share is based upo~ the shareholders' equity at the end of the fiscal )ear ·divided 
by the sum of Common Stock outstanding plus options outstanding at the end of the fiscal year. 
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COMPAR~TIVE MARKET PRICES OF UNION AND 
· . . · : -SILVER· BELL. COM.MON STOCK 

The following ·table sets forth· the reported high and low sale prices of. Union Common Stock ~nd 
the .high . ~nd low .bid and asked prices of Silver Belf Common Stock, as reported by the ··waU Street 
Journ.al ~nd. NASO Quotations. Prior to.January 26, 1976, prices reported by the Wall Street .Jouma1: ..... 

. ·were . those. on· the New York- .Stock Exchange and si~ce that date prices quoted 'Yer~· a: coin~site of ··.·: · · . 
. . . .- .':_ .: t.ran~actions on. such Exchange, · on regional. exchange$ and in certain other· transactions~ · · . ·· · · 

• • .. • • ; ' • • • • • • • ' • • • •• • ,· • ,- • • • • ••• • '' • ••• •• .'.: • • : : • ~-· . • •• :: ·.: .... • {::. :.: :'' - ,• : '. · • • ! • < ·.. ... 
' • • ~ '• ' • : ·-. ' • : • • • ' '• : I • :,· • , .., • • ·_ .... '. , • ' • ,,, ' ' • · :· ··. ,.,, · ·,. : · ...... · :., ..... · .. · . ·:: .. . ·: .... ·: ·Uruoa SilverBeii . 

; · ·.. . .. ·.. .. Sales·Pric~s Bid Prices Asked Prices 

}Jig~ .. 

1973 .. .' .......... ·......................... $50¾ ,-
·. ' ... · . ·. 1.974 ', · · . . ~.· ... . . · · . :56. ¾ 
. . ' " . ..................................... , . ~ 

. ' · i ?!.5·~· ... :· ... ~·~.~.~~········::···--·············· · :50~,{ 
1976 · .· 

First Qua'rter ... ~ ..... : .. : ........ . 
Second Quarter ................. . 

Third Quarter ................... . 

Fourth Qua~er ........ ......... . 

1977 . 
First Quarter .. :.-................. . 
Second Quarter ................. . 

Third Quarter .. : ................ . 
. Fourth Q uarter ................. . 

1978 

47¾ 

55¼ 
.55¼ 

593/s 

59¼ 

56 
58½ 
56¼ 

First Quarter .......... : .... :...... 523/s 

Second Quarter.. ... : ....... · .. ~.- 53 ¼ 
Third Quarter ... :;-:-..... ,.: ......... · 56¼ 

Low· . 

$_32_1/s 

27~/4 
32.½ 

· 403/s 

42¾ 
',49¾ 

501/s 

531/s 

50¾ 

49'1/a 
50¼ 

453/s 
'461/s 
' 48¼ 

·High , Low · .. HJgh . · Low ·: 

$2.3_8 $0.88 $2.75 . · .... ·.s1.1.3 .... . 

2.38 1.50 2 .. 63 1.75 
2.25. 1.38 2.50 1,63 

1.63 1.13 l.88 1.38 

2 .38 1.38 2 .75' 1.63 

2 .00 1.63 ·235 1.88 

2.00 1.50 2.25 1.75 

1.88 1.38 2.13 1.63. 
2 .00. 1.63 2.25 1.88 

2.l3 1.63 2.38 1.88 

2.25 · 2.00 2.50 2.2s ·· 

2.38 2 .00 2.63 . 2 .25 

On March 29, 1978, the day p·receding the public announcement of the Silver Bell Acquisition, the. 
high and low sale prices of Union Common Stock as reported by .the Wall Street Journal were $49¾. 
and $491/s, respectively. The bid and asked prices for shares of Silver Bell's Common Stock were $2 
and $2.25, respectively on said ~ate. ljle ·Mancos Acquisition. was not pub~cly announced. 

Union's Cori-imon shares a.re listed on the· New York, Midwest and Pacific Stock Exchanges.· Silver.­
·Bell's Com.moo shares are traded in the over-the-counter market The share~ of Mancos are not publicly 
traded. 

The bid and asked prices for shares of Silver Bell .C,ommon Stock disclose~ above do no~ represent · 
actual transactions. 
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-UNION. OIL COMPANY .OF CALIFORNIA AND CONSOLIDATED SUBSIDIARIES 
. . . . . CAPITALIZATION . . . . . 

The :foll~wing table sets _forth th~ ~apitalization of Union at December 31, 1977 and. June 30, 1978 . . 
' . ' . ' . . . . 

. • ·· . . Jone 30, · · 
· · . . December. 31, · 1978 · .- .· . .. . · 

. ..... . 1~!'7:... ... . ... (Unaii~,~) · .· .. ·:, . :. : : ,; .: .. ·,::·.·.,: . :; ......... .. _ .. ·>··::. ·:· ... ... , . · .. : -·._· ·.·.····.: ··. ·.·. ,.· ... . . ·.· , ' '. ,··· .. , ···:. . 

Sho.r:t-term debt 
S,bort-term ~otes ·payable ... ,_;_.~~~ _________ ~--·-_____ .. __ .. ___ _. ____ , .... ,.·---~---~ ....... --........ -~~ 

·· ·· ~qen·t poftion of lo~g~te~ debt.. ..... : .. ~--~-- -:---~-------------~-----:--~--~--: ... : ..... ~ 
.. · : ... :. : 'I'otaishort ~t~i:m debL .. ~-----~----~~ ... = ___ ~ ~~ _ _ - -~·~ _____ • • ---~· · · ·-. ~- , : ____ ,--· -·· --,-~-. · 

. ~!~~;::,~:;:~ ... ·- . . . . .... -- .. --· ......... --· -·· .. . ...... -.... ' .. : .... ··. 
.Shareo.wners' .. equity : · .. · · 

• ' • J • ' • • ' 

· Preferred Shares, $2.50 cumulative convertibl~ 

· . without p~r vaiue ... ~------------·-~ __ _______ ------~--:---.-- ------------------····------·-·····-·· 
Common Shares, par value $8½ ..... ~---····-------------------- ,---------------------------· 

Capital in =excess of par or.stated valu~ of shares issued .. f---------------------·--
Retained eam,ings ... _·_ .. ..... ·. ····---·------------· .. -___ ··-. _____ · _________ . ____ · · _________ · _________ _ 

Total shareowners' equi~Y-- ··---------------------~-----····.···-·· -----~--'.-··:··:··· 
. Total capitalization. __ ..... ___ ........ ···:·····------.... _ .. __ .......... _____ _. __ _ 

22 . .. . -

. - . ... . . . .. ·: .. •. 

t •• • • • : 

Tb~usands of D~llapi. 

$ . 41,917 

14,921 
· · S6;83.S ·. 

.1,024,513 

16,826 

24,046 

352,503 

193,940 

1~866,964 
2,437,453 

$3,535,630 . 

$ · _ 16,~.30 . 
· :35251' · 

' , . ' 

. · :~.1,88i _ .. ·. i : · ·. ';•' 

1;034,145)', ' 
· 16,"569 . 

·366,150 

189,575 
1,934,175 

2,489,900 .. 

$3,592,499 

- " ' ... , .. ) 
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CAPITALIZATION OF SILVER BELL 
AND MANCO_S 

The fol_lowing table ~hows the capitalization o_f Silver Bell and Mancos, each at March 31, 1978: 

Silver Bell Mancos 
Debt: 

.. ·: }'i «?fes Pay~bl~.~-(~:..·· ·:~. --~~--:·:.:: ·:··· ··:·:·.-·: ··-~.-.--,~'.··.:·-~:_'.··-·,·····-~ :·::::·: ..... ~--: . , $_ .· .. -5?l)~O ( .1_) .· .NOne(2)- · · ··· 

Capital Stock: 
12,070(1) 

Silver BeH 
. Authorfzed 7,700,000 . 

$0.25 par _value common ............... ~ ....................... ~---········· ·········· 
·· Mancos 

Authorized .5,000;000 . . . . 
. $0.01 par value· common ..... ~ ......... ············································~---·--- 1,765;219 

( l) Silver Bell owes. $50,000 to Mancos under and pursuant to a promissory note for money borrowed . 
on September . 6, 1973, which bears interest at 7 % per annum. The maturity date of the promissory 
note has been extended to May 31, 1979. Union has agreed to assume · the obligation to repay 
the promissory note · to M~cos . . 

Silver Bell issued a proll)jssory~~note in the principal amount of $12,070 to Minera]s. The 
promissory note bears interest at the··rate of 7% per annum and matures on April 30, 1979. The 
note wiU be cancelled jf the Silver Bell Acquisition is completed. 

( 2) Mancos wil1 assign . the promissory note referred to in. ( 1) above to MineraJs as part of its assets. · 
The promissory note will then be cancelled. 

PROFORMA FINANCIAL DATA 

Pro forma data has not been furnished since the Silver Bell and Mancos . Acquisitions will riot 
result in material changes in Union's capitalization, earnings or assets. Since Union purchased on the 
open market all of the Union Common shares to be excnanged for the Silver Bell and Mancos Assets, 
neither the historical book value per share nor the historical earnings per share of Union will change 
as a result of th~ transactions. 
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UNION OIL COMPANY OF CALIFO~ AND CONSOLIDATED SUBSID1ARIE1S 

STATEMENf OF CONSOLIDATED EARNINGS 

. T~e following s~~teiµ~nt of ~op~olid?ted eatnings of :Union OH Company of California. and its consolidated . 
subsidiaries fo~ the five years "encieci"":Deceniber 31. 1977" ha.s, been' ·examined by "(;oopers ·& " Ly~rand; .independent: · ; · ,_. 
certified public accountant_s. whose. ·report with respec~ thereto appears elsewhere, ber~in. Iri the _<>_pinion .. o~ Union, 
the unaudited data for Ute .per~ods ended June ·30, 1977 and June 30, 1,978 ·'reflect all adjustm~nts (consisting· 
only of normal recurring accruals) required ,for ·a fair ·j,reseritation of the '-results' of operaii~ns for the .. respective 
·periods. This statement sb.ould be rea4 in. c<;>njunction with the other .financial . state~ent.&· and notes. thereto ·appearing. 
elsewhere herein. 

Revenues 
Sales ( including excise ·taxes)•·-············ 
Other operating revenu~s .. : ..................... 
Interest, dividends and miscellaneous 

income (Note 4) ......................... : ....... 
Equity In .~amings of affilii;ted 

companies ....... , .................................... -
Gains on sales of assets ........................... 

Total revenues ............................ _ 

Cosls and other deductions 
Cost of products sold and operating 

expense (Notes 7, 15 aod 20) ............. 
Selling, administrative and geaeral 

expense (Note 20) ............................... 
Deple tion and depreciation;::··········:···:··· 
Amortization of nonproductive 
• acreage costs., ...................................... 
Provision for dry hole ·losses ................... 
Excise, property and. other operating . 

taxes (Note 20) * ................................. 
Interest expense .... : ......... : ........................ 
Earnings applicable to minority 

interests .... :······ ..................................... 
Total costs and other · 

deductions ................ -: .............. 
Earnings before taxes on- income 

(Notes 3 and 4) ·······.································ 
F ederal and other taxes on income 

(Note 5) ................................................... 

Net earnings ........................................... ...... 
Dividends on Preferred Shares ..... .............. 
Net earnings applicable to Common 

Shares ..................... ·-································ 
Net earnings per Common Share 

(N ote 6} 
A ssuming no dilution .......................... 

A ssuming full dilution .......•... : .. : .......... 

Cash dividends declared per Common 
Share ....................................................... : .. 

Common Shares (thousands) 
.Weighted average number outstanding .. 
I:ully cliluted ......... , .................................... 

• Includes excise taxes of ........................... 

.1973 · 
Restated 

$2,86~.874 
110,275 

31,061 

16,180 
1,345 

3,025,735 

1,761,777 

233,561 
l 75,9j7 

54,1!)0 
53,000 

4~6,516 
43,780 

1,963 

2,760,654 

265,081 

83,000 

· 182,081 
24,406 

$ 157,675 

$5.01 

$4.10 

$1.65 

31,444 
44,414 

$ 361,334 

Year Ended December 31, · 

Six Months 
Ended June 30, 
. (Unau~ited) · 

: i971 · ·· .. , . 1974 
Restated 

1975 
R~dated 

1,1, 
Riesuted · 1971 · · ·. Restated ·· .,t,78 

Thousands of J)ollars· · 

$4, 726,64-0 $5.353,09$ $5,632,399 . $5 ,8,42,895 . $2,914,138 · $2·,945, 776 
119,068 143,325 152,325 -191. 184 80,468 a8,039 

4,358 42,442 42,684 31,258. 18,72.6 
... ... · 18,836 

14,581 13,041 28,164 2~,169 .13,520 12,159 
4,129 11,307 15,672 8,§78 3,294 . 14,233 

4,868,776 5,563,210 " 5,871,844 ', 6,099, 175 3,030,146 3,079,043 

3,099,350 3,758,001 ~.962,7-13 4,152,001 2,062;876 2,096,835 

267;229 239,717 262,832 268,3H ··12·1.653 139,161 
215,267 234,779 279,238 308,155 147,633 125,121 

149,100 . . 108,600 100,300 SJ ,JQO 37,000 24,600 · 
89,700 78,100 104,700 96,600 55,700 51,500 

503,826 603,525 522,648 536,827 · ' 268,862 267,615 
45,143 60,255 67,940 78,111 36,651 39,760 

.. 
1,932 2,162 3,689 2,109 925 1,311 

4,371,547 5,085,139 5,304,060 5,493°,236 2,731,300 · t.-745,903 

497,229 478,071 567,784 605,939 298,846 . 333,140 

201,800 .240,800 282,000 27 J,700 141,200 . ]67,200 

295,429 237,271 285,784 334,2~9. 157,6.46 165,940 
20,616 17,962 10,482 . 6,026 . 3 ,249 186 

$ 274,813 $ 219,309 $ 275,302 .$ 328,213 $ ]54·,397 $ (65,754 

$8.26 $6.30 $7.17 $7.86 $3.7J $3.82 

$6.64 $5.32 $6.36 $7.39· $3 .49 '$3.73 

$1 .98 $1.98 $2.10 $2.20 $LIO $1.15 ·-------
33,282 34,811 38,374 41,766 41,347 43,447 
44,531 44,605 44,989 4~.~50 45,222 44,461 

$ 351,298 $ 350,909 $ 352,639 $ 365,559 $ . 180,629 $ "184,129 

Numbered note references are to Notes to Consolidated Financial Statements of Union. 
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UNION MANAGEMENT'S DISCUSSION AND ANALYSIS OF STATEMENT OF 
CONSOLIDATED EARNINGS 

Six Months 1978 Venus Six Months · 1977 

Six months 1978 earnings were $8.3 miUion (5.3%) higher than earnings for the first six months 
of 1977, This ear~ings increase was due to several factors. Refining and marketing operations were 
more profitable as a result of better refinery yields and improved marketing margins_. Net earnings also 

.. -:.benefited·froril lower :charges for. a·rriortiiation· of. nonprodticfrve-"acreag~·costs·: ( primarily due.to 'successful-.,. 
exploration in the Gulf of Mexico), and increased chemical earnings ·(primarily due to improved petro­
chemi~al . s~les realizations). Partially offsetting these gains were lower investment tax credits and 
lower. domestic oil and ·gas production. ' . . ·. . . 

Lower depletion and depreciation expense reflects lower charges related to Indonesian production 
:oper~tions (no impact on earnings) . as a r~sult of .revised production sharing agreements which stretch 
out the: period over which e~ploratioh and _production costs may be r.ecovered. · 

·1n-the second. quarter ~f .1978, Molycorp, Inc.., _a wholly-owned . subsidiary" of Union, sold its 49% 
interest in Kawecki Berylco Industries, Inc. and Union sold its 100% interest in Sully-Miller Contracting 
Company. There was no mat~rial impact on net eaqiings as a .result of these sales. 

1977 Versus 1976 

Union's net earnings for 1977 were $334.2 million, an increase of $48,4 million over 1976 earnings 
of $285.8 million. There were no extraordinary items in either period. 

Earnings improvement in 1977 was the result of four main factors: 
' 

D iower dry hole and .nonproductive acreage charges primarily due to successful dome~tic 
exploration 

D new natural gas production from recently found and developed fields coming on stream 

D higher foreign crude oil producti9~ from· successful developmen~ and production ·operations 

. D higher investment tax credits related_ to domestic capital expenditures 

These positive factors were partially offset by declines in· domestic production of crude oil and old 
natural gas and', higher costs which were not fully recovered in product sales. Agricultural chemical 
earnings were also down, reflecting . demand decr~ases due to the drought in . the western st3:tes and 
start ~p costs of · new plants at Kenai, Ala~ka. 

. . 

Total revenues in 1977 ( ex:cluding excise taxes collected for state and federal · governments) were 
$5.7 billion - up $200 million, or approximately four percent frorri 1976. This increase ~as mainly 
due to higher_ refined product sales· prices, although competitive .conditions during the year prevented 
the Company from raising prices. to the full extent allowed under Department of Energy regt1lations. 
Refined product' sales volumes were down three_ percent from the 1976 level, over half of ·which. was 
due to the sale ·in late· 1_976 of the Company's Candian refining and marketing· operations. 

. . 
· The total costs and other ·deductions increased _$189 million, or approximately four percent over 

1976. Cost of materials. supplies, salaries and wages and services were up, reflecting the continuing im­
pact of inflation. Crude oil costs increased as it was necessary to import more foreign oil to offset declines 

. in domestic production arid due to higher entitlement costs imposed by the federal government. Depletion 
and deprec~ation charges increased due to higher foreign crude oil production and higher costs of new 
domestic production facilities. Partially offsetting these increases were lower provisions for dry hole losses 
arid -am9rtization of nonproduction acreage costs of $57 million due primarily to succ.essful domesti~ 
exploration . operations m the Gulf of Mexico. 
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lncome taxes were $272 million in 1977, a decrease of $10 million from.1976. This.is mainly due 
to higher investment tax credits related to domestic capital expenditure programs - credits amounted 
to $48.8 million in 1977 ·.in contrast to $32.4 million in 1976. Partially offsetting this· were higher 
taxes due to· the higher level qf earnings c,.od the full-year· effect of tax law ch~~s which -efuninated 

.- st~tory depletioo_->op: .cer:tal~--natural .g~~-:s~es .in .1_976 . . · .· .. . : .. : ::· · · · . . ·:.·· .,._. .. , _. .. . • .. . 

1976 ·versus 1975 

Union's net earnings for '1976 were·:·$285.8 million, an)iic~ease of $48.5 million over 1975 earnings 
of $237.3 milliQn. There were n~ extraordinary items. in either _pc;tiod. · · 

. . Higher .earning.s ·in l976 were due primarily to. inc1;~~sed refined .. product ·s~Ies · vol_umes ·.arid 
realizations increased d~mand and higher ' sales prices for minerals, higher natural . gas . prices, a~d 
higher investment tax · c~dlts.· These improvements were partially. off~~t .by lower·.:.domestic c~de oil 
and natural gas production as older. U.S. fields continued their decline, higher expe~s a_ttribu_table to 
inflation, lower agricultural chemical sales realizations as demand decreased due to drought conditions 
in the western United States; apd higher exploration expens~ and provisions for exploratory dry holes. 

Total revenues in 1976 (including excise taxes collected for s_tate ·and federal government_s) were· 
$5.9 billion, up $308 million; or six· percent, from 1975,resulting from higher sales prices as. well as a 
four percent increase in tbe volume of refined product sales. The increase in sales volume ·reflects the 
general increase in domestic demand _after declines· in 197 4 and 1975. 

Total costs and other deductions increased $219 million, or four percent, over 1975 as the cost 
of materials, supplies, ·salaries aii<rwages, and services were up, reflecting the continuing 'effects of 
inflation. Crude oil c~ts in 1976 were high_er even though costs associated with ·federal govemmenh 
imposed programs, primarily import taxes, were $87 million lower than 1975. ·Provisions for exploratory 
·dry holes in 1976 were $27 million higher than in 1975, due .to higher domestic drilling activity plus 
higher costs. Increased interest costs of $8 million in 1976 reflect the e~ect of new long-term borrowing 
in the early part of the year. · 

. . . 

Income taxes rose· to $282 million in 1916, an increase of $41 · million over 1975. Principally, this 
is due to the higher lev~l of earnings, but it also reflects the continuing effect of · tax law changes in the 
past few years ~hie~ eijminated . statutory depletion on crude oil in 1975 and op certain .· natural gas 
sales in 1976. Investment tax credits in 1976 were $32 million, $11 milliori . higher than for 1975. 

. .. . . • . ,•, 
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BUSINESS AND PROPERTIES OF UNION -. . . . 

General 
Union Oil Company of California, incorporated in California on October 17, 1890, is engaged 

principa11y in petroleum, chemical and mineral operations. Petroleum operations involve the explora­
tion, production, transportation and sale of crude oil and natural gas, and the manufacture, transf)drta- · 

. tion and marketing .of petroleum products. Chemical operations involve the manuf~cture, p~rchase and 
. marketi.~g ?f .. c~em~cals for · industrial · an1 agriculturaj uses.. M:iner~~ · op_erat~on_s primarily involve . th~ 

e·xploration; developm·e'r1't/mining; processing ·and marketin!f of molybdenum; cfohimbium, fare ··e·arths·. 
and uranium. Other operations include real estate development and sales; and construction, pavin·g and 
ro'Ck pl~n_t ·operations which were sol~ effective May 31, 1978. · · 

.. All phases . of business .in which .th·e Company .engage~ .are ·highly competitive . . Uni~n's b~siness 
. will .continu~. to be' affected not only by such competition;. but by general ec?n.omic . developments and 
governmental regulations, labor cot:iditioris . and technologicar and international developments .. 

. . . . .. . . ' ' 

Financ;ial data, · by segment, ~re set for.th b.elow: 

Petroleum ____ _______________ ........ _____ $5,445.5 

Chemical ... ........... ............... ___ .; 568.9 

Minerals :tr •• --·-------···----•••• ···-~· ···-·· 

Other _________ ..... ············-···········-
Research, Administrative, 

Interest and Unallocated ..... . 

117.4 

142.9 

4.7 
Intersegment Eliminations ( 1) . · ( 180.2) 

Total.. ... ·-·········-········-·-· $6,099.2 

*Includes e_quity in affiliates ____ _ 

1976 Re..-enues 

Petroleum .. -··· ..... ···-·--____ ··-·····-_ 

Eamirig.s 
Before Tax 

$650.3 

61.0 
.18.2 · 

6.3 

(12-9.9) 

$605,9 

$10.0 

Earnings · 
Before Tax 

Asseis 

MiJUon.s of Dollars 

$3,760.0 

545.6 
172.3 
96.0 

150;9-

$4,724.5 

$69.4 

Capital Depl, Depr. 
Expenditures · Amort. 

$615.7 

140.1 
32.6 
15.4 

9.1 

$812.9 

$429.8 
7.7 

12.4 
3.5 

2.5 

$455.9 

. Capital Depl~ Depr. 
Expendi~s Amort. 

· .Chemical ... -···-~----------··-~---···-··-· 

Minerals*-·-······ .. ········-······-~·-··· 

$5,258.5 
531.2 · 
92.l 

110.6 

$:575.2 
82.4 

19.9 
(2.9) 

Assets 

Millions of Dollars 

$3,391.9 

401.0 

147.3 
89.4 

$608.7 

173.9 

8.6 
21!5 

$458.7. 

1.1 
13.5 . 

~-1 Other ....... · ..... · · .................. · .... . 

Research, Administr~tive, 
Interest and Unallocated _____ _ 

Intersegment Eliminations ( 1) .. 

TotaL ....... ______ ---·-·---···' 

. *Includes equity in affiliates .. , .. 

·9.s 
(130.1) 

$5,871.8 

(106.8) . 

$567.8 

$10.5 

323.8 5.1 1.2 

$4,353.4 . $817.8 $484.2 

$~4.2 

{ 1) Intersegmen_t revenue eliminations : are mainly transfers from petroleum operations to chemical 
operations at prices which approxim~te market. 
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1975 Revenues 
'Earnings 

·Before Tax Assets 
Capital 

Expenditures · 
DepJ. Depr. 

Amort. 

Millions of Dollars · 

Petroleum .................... :.: ....... ~ ... $4,970.1 · $441.1 $3,254.5 $599.4 $397.2 
' ' 

. Chemical.. .... ~.·-,,~~;~:: .. ~:.:~:~.: ..... :., :-· . 515;0 ' .. •' .· ' ·".1,16:5 ". · · ·: :, : . . -.:"7_44:o ., . :.77.0· ·. 6.6· ... :· ::·· · . • . 

Minerals* .... :.: ......... : ............... :. · 64.1 4.5 118.4 16.7 13.3 

Other ............ ......... · .......... · ...... 106.9 7.7 .- 80.7 55 3.3 

Research, Administrative, 
Interest and Unallocated ... : .. J2.l (91.7) 176.8 2.4 Ll 

Intersegment Eli_minations ( 1 ) , 
.. 

(105.0) 

Total.; ... :: ............ .......... $5,563;2 ' $478.1 $3,874,4 $701.0 $421.5 

"Includes equity in affiliates ..... $4.3 $35.6 

1974 Revenues 
Earnings 

Before Tax Assets 
Capital Depl. Depr~ . 

Expenditures Amort. 

MilUons of Dollars 

Petroleum .............. ~ .................. .$4,378.0 $508.5, $3,012.7 · $656.2 $4i6.2 

Chemical ...... ······---~---............... 462.1 86.1 162.2 13.8 6.2 

Minerals* .............. : .................. 90.4 14.2 llLl 13.6 18.5 

Other ............................. ... ....... ·82.1 2.2 77.9 16.1 2.1 
Research, Administrative, 

Interest and Una11ocated ...... (25.8) (113.8) ·- .189.1 L1 Lt 
Intersegment Eliminations ( 1 ) .. (118.0) 

Total .. .......................... $4,868.8 $497.2 $3,553.0 ,$700.8 $454.1 

»Jncludes equity in affiliates ..... $15.0 $30.9 

Renaues 
Earnings .Capital Depl. Depr. 

1973 Before Tax Assets Expendihares. Amort, 

Millions of Dollars 

Petrolenm .............................. :._ $2,,633.8 $284.9 $2,541.7 $372.0 $258.7 

Chemical.. ........ : .. , ................ ,-·· 290.1 33.0 l35.9 10.7 6.2 
Minerals* ........... : ... _ ................... 69.4 8.6 104.8 7.8 15.0 

·Other ............... ·· ... · .. ·····-·········· 79.6 4.0 52.7 5.3 2.1 

Research, Administrative; 
Interest and Upaijocated ...... 9.1 (65.4) 167.7 2.4 1.1 

Intersegment Eliminations( 1) . (56.3) 

Total ........................... $3,025 .7 $265. l $3,002.8 $398.2 $283.1 

*Includes equity iri affiliates..... . $11.4 $22.7 

( 1 ) Intersegment revenue eliminations are mainly transfers from petroleum operations to chemical 
operations · at prices which approximate market. · 

Information regatdi~g the geographic composition of Union's . revenues, ea.rnipgs before taxes on 
incom~ and assets a~~~ars on page_ 70 of. the acc~mpanying ~nancial ·statements. · 

Union anticipates capital expenditures of approxim~teiy $800 million in 1978. 
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Sales by classes of s~milar products were as follows: · 

1973 

Petroleum products ......................... :........... $ l,241.3 

Crude OiL ...... ,.-··········---·····-· ···············-·---··· 695.7 
Chemicals ....... : .. ,. .~ .................... : ................. ~ 285 .1 

1974 

$1,916.1 

1,5.87.0 
454.1 

1975 

Millions of Dollars 

1976 

$2,232.2 
-1,857.0 _· 

507.6 

·$2,519.1 

1,718.0 

_ 522.0' 

1977 

$2,739.2. 

1,579.3 
560.8 · · . 

. :Natural gas.,'..: .. :~ ......... ·;~.:~_-:::,> ... :(_:.· .. :.~~--~.:: .. .. ··. 11L3 .. . . i48.0· ·175;2 ': '· .-' .·· 2·39'.i' ·-_ _- · . 27L3 ._.-· . . 

Natural gas liqui~s ... ......... ~.................. ...... 50.9 95.0 116.1 . . . 130".3 

-··· Minerals ... : ................... . _-......... .-........... :........ 57.5 . . . . ' . .. ·.· 

120.4 
75.4. 
74.4 

351.3 
$4,726.7 

· 59.1 
16~0· 

350.9 · 
$5,353·.o.· 

'81.4 
g-4.0 

352.6 

$5~632.4 

106.8. 

89.6 
365.6 

$5,842.9 

. . .. . ,·· ( 

CHEV 005229 

Other ....................... · ....... ·........................... 57.8 
. Ex~ise· taxe·s.............. ............ .................. .. .. 361.3 

Total sales ·······--· __ · .................. .- ......... $2,860.9 . 

PETROLEUM QPERATIONS · 

Domestic O.il and ~as Exploration and Production Act~vities _ · 

Union is exploring in all major oil areas of the United · States. At year· end 1977, Union held 
approximately 3~5 million · net acres ot' unproved ~ands in 28 states. Most of these unproved lands 
were located in Alaska, Texas, · Utah, New Mexico, Ca1ifcirnia and Arkansas. · 

At year end 1977, Union also held 990,000 net acres of proved oil and gas lands in the United 
States which were located in 21 states. Most . of this proved land · was located. in Louisiana, Texas, 
California, OkJahoma and Montana. Federal offshore exploration and production areas are included 
in the contiguous states. 

I ' 

During 1977, Union spent $357 _ million for the exploration and development of ,-domestic 
oil and gas. Of this amount, $74' million was spent in acquiring leases in federal offshore waters at 
competitive sales during the yea:,;.· ·Most of this,. $59 . million was spent_ for varying interests in eight 
tracts in the Gulf of Mexico. The other main acquisi_tion was interests in four. tracts in Alaska's lower 
Cook. Inlet at a .cost of $l4 million. In April · 1?7'8, Union acquired interests in four more tr~ct_s 

- for $20.9 million in a federal .lease sale. of land offshore from Texas and Louisiana .. 
. . 

A major thrust of Union's exploration and · dc;:velopment activity in 1977 was on previously 
acquj.red acreage . and this trend continues in 1978.. Extensive development, platform construction . an,d 
pipeline installation actiyiries were carried on dudng the· last 18 months in th~ Gulf of Mexico to bring 

· the Company's discoveries to prQduction. Development activity also continued in the Chunchula field 
in Alabama where approximately· 3o' wells:are producing through test facilities and a full-si~d extraction·. 
plant is expected to be complet~d in late 1979. In addition, Union extended the· Chunchula field in . 
April 1978 by drilling an additional well. 

Duririg 1977, the_ Com party set Platform ·"C" in the Dos Cuadras field of the ~anta Barbara Channel. 
The platform, built in -1968 but not installed due to ·litigation, permitted further development of the 
field in the first half of 1978. Union also participa_ted in a new gas discovery in the Santa Barbara 
Channel in early 1978. The Company"s capital expenditure program also emphasized increased recovery 
of known reserves through secondary and tertiary procedures principally in California. At year end 
1977, Union was ':!Sin$ or testing a wide variety of enhanced re~overy methods in som~ 17 fields in 
four states.· · 

Union's principal U.S. crude oil production-comes from fields in Texas (25% ), Californiii (27% ); 
Alaska (21 % ) and Louisiana_ ( 16% ). Approximately, 55 percent of the .Company's domestic natural 
gas production is from onshore _arid offshore . LouisiaI_Ia fields, with most of the ~alance coming from 
Texas, Alaska, California, Oklahoma and New Mexico._ · · 
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l.,!nion has an ·o~ersbip interest i.o ~3 _gas processing plapts in the United States and operates 
16 of these. . · 

· .. : .:· . .. )!9reign Oij · ~d G~. Explo~tion and ~oduction Activities · 

. . _:·:~trio~ i~:_ .. ~;~ii~ip~~g\~·--~~~.~i~ti~n .. and/<i:.production· activiti~s in ·-16· for~jgn ·countries-.·. 

· .. In:Canada,' un·i~n :Oil. Company of;_Canada (~n 87% owne~ subsidiary) ho)ds approxfuiately ·s.3 · 
.. million acres of unproved lands, 304;000 acres of · proved . lands, and .. varying· ·inte~ests in eight natural. .. 
. gasoli~e· pl~ts located .ne~ major · g~ fields.· Union· _Oil C:ompany ·of. (:a~~da9

~ crude_ oil production.. .· 
. comes mainly . from fi~Jds in· Alberta. and. ·s~skatche\1./aD, while ·naturaL_gas produ.ction . comes mainly 
from fiel.ds in Britisb· C¢lumbia and· Alberta. In 1~77,. most oif and:.gas e~ploiadon and .develop·meni 
activities were concen.trat.ed)n· Alberta and British Columbia .. -Union Oil Co~p~ny of Canada i~ active 
in t~e· West _Pembtn.a bil arid' gas ~~a .where recent dr~ng by :others has .~en successful; .arid . the 
Company holds an interest 'in two. blocks where it expects . to commence drilling during. the latter part .. : 
of 1978. The Company -participated in drilling several. ·wells in the Alberta foothµIs," where it has 
acquired several large land .bloc];cs, and a significant· gas discovery was m,ade ~ 1977. · · · 

In the.Persian Gulf, offshore Iran, a Union subsidiiuy·has a· 12¾ percent interest in an agreemen~ 
currently .covering 104,000 acr~s where two separate discoveries have been made. As the result of 
a new development' program, an~ the addition of a g~-lift system completed in early 1978, Union's 
share ·of production.from ,one of these discoveries, thf:, Sassan field, is currently a~ut 25,000 barrels. 
per day. The other discovery is being evaluated as to its commercial potential . . 

Union has a ·_31 ¼ · percent interest in two blocks and a 2~ perce~t interest in a third block in the . 
British sector of ~e North Sea. I~ addition, the Company has a 155/s percent interest in another block 
in the British sector. of the Atlantic Ocean. On Block 2/5, in which Union's interest is 31 ¼ percent,. 
the Heather field was· discovered. 'in 1973, 'Yith wells producing on tes~ at rates as high .as 9,000 barrels. 
o( crude oil daily. Union concluded ·an agreement in :1976 to participate in the Ninian· pipeline and Sullom 
Voe terminal facilities· fqr receiving" production from .the Heather field: Installa_tion of the platform 
commenced in 1977, drilling therefrom began.in June 1978 ~d production began in October, 1978. By 
agreement, Briti~h· National Oil Corporation (BNOC) bas rights . to purchase at' world market prices 
51 . p~rcent of Union's share of crude 9il production from Block 2/5 commencing about two years 
after the start of production·. . . . 

. In Indo~esia, _Union now has production from .fiv~· fields in the East Kali,nantan contract area: 
Attaka, Melahin, Kerindingan, Sepinggail and . Yakin. The most important ~f these remains at Attaka 
field, where total production, including ~1quids extracted_ from the gas stream, reached a new high of 
121,?00 barrels per day in December 1977, of _which Union's gross interest was 60,800 barrels per day. 

During 1977, the Ind<;>nesian government proposed methods to conform its tax laws so that 
Indonesian income taxes paid under production sharing agreem~nis will continue to qualify for foreign 
tax credit treatment after 1977 under rulings announced by the United States Internal Revenue Service. 
The proposals have been formally approved by the Internal' Revenue Service and promulgated by the 
Indonesian governm~nt. 

Offshore Thailand, Union has found 9il and/ or gas on four structures in the .Gulf of Thailand. An. 
agreement to dedicate for sale at least ·a trillion cubic feet of natural gas from one of these structures, 
held 80 percent by Union, has been consumm,ated. If the extent of the field is confirmed by development 
drilling this year, platform -co~struction will begin ·next year with product.ion scheduled for 1982. 

In ·August 1978:P. Union· a~oun·ced ·a . gas discovery · on Block L-11 in the Netherlands ·sec;tor · of' 
the North Sea. Additional driiling will be necessary .to evaluate the commercial potential of the discovery. 
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In August, 1978, Union was granted· a concession license by the government of Egypt to explore 
for petroleum in the Gulf of Suez. · · 

' 
. Varying exploratory ·activities also continue in western offshore. freland, Japan, the Egyptian Red 

Sea and Pakistan. Substantial e~ploratory licenses are held . in each -of these areas; · 

In "light of ,the changing relationships between international oil companies and host governments 
in. the f~regoing . and O.ther parts_ Of the Wodd, including changes by oil producing CO~tries in posted 

. or tax-reference prices for . crude oil, increa$es in. tax rates ·(sometimes retroactively) and demands 
.. ... : . • . for increc,tsed/ parti¢ipation . i1(.t.he·:.0~9e~hip·:·,0f _operatiol)s,·. it j~ recQgnjzed· .that · Union1s:.activi.ties iri.:· 

. ··: .thes.e and othe/.foreigri countde·s ~ay be ·curtaile_d or terminat~d as a result of Union's inability to 

.·.•· ··.· . . 

recqver the costs ' of continued··.e~pforation, development and production or to recover ' an adequate. 
return o_n its ~nvestment d_uriog the ··coming Y.ears: 
. . - . . . . . . . . .. . ' . 

O~r?ting. and .' ~~serve s.tatisti~ . .· 
_Set forth below are _consoii<;i~t.ed opefating- and ~~erve data for the periods indicate~ . 

. Proven· ~nd unde velope.q oil . an<J · gas acreage: as .of December. 31 , 1977: · . 

Pronn Acreage ·· .Undeveloped. Acreage 
Thousands of Acres 

Gross Net Gross Net - -
United States ...... --------------···-·-·------·· ······-...... ~ ............ . 
Canada __ ..... · .. ____ --------·.--. --· ______ ····-····· ____ ------· ......... _____ _ 
Middle East. ... · .. _·--------____ ..... ·-···-··.··-·-·.· ... --·-----. ··-· __ .. 
Far East.·-·-··-·-·-··-·-·········-··---··--·····.--·-----------· .·······--· 
Other Forejgn .... _ .... --~-: ____ _. ____ ............... __ .. ·. ·---···.---- __ ·--

1,119 990 4,055 3,460 
610 304 . 8,487 5,261 

70 ·. 9 2,799 2,769 
16 13 48,176 31,961 
32 4 . 4,910 3,865 

Total. .............. __ .. _ .... --··--.·-·· .... _____ ._. _____ -------· ...... ___ .. ___ . 1,847 1,320 68,427 47,322 

Net production of crude .oiJ, condensate, natural gas and natural gas 
royalties aµd interests of others for t.he periods indicated: 

liquids after deduction of 

1973 1974 1975 1976 1977 

_Crude Oil. ( barrels per day) 
235,222 220,523 2_09,649 193,726 175,684 United States ........................................ :.· 

Canada ..... ·. · .. · ........................................ 29,249 22,44:5 15,540 14,611 13,570 
Middle EasL .................... :::: ................... 23,020 . 24,32.s · 21,934 19,021 22;768 
Far East• .......... · .. · ... .... · ............. ............ 36,415 50,708 57,365 .76,044 79,769 
Other .Foreign ... : ........ ~ ........... ,. .. ." ... : ........ ~· 7,893 , 6,576 .4,05-0 - ---Total ... .... · .......................................... · 331,799 324,580 308,538 303,402 291~791 

. Condensate (barrels per day) 
United States ...... , .......... ~ ........................ 15,052 13,833 12,100 11,745 11,925 
Canada .............. · .......................... · ......... 3,811 2,828 . 2,623 2·,044 1,744 

. TotaL .. ·--- ... · ________ ·-----------------.. __ ________ 18,863 16,661 . 14,723 · 13,789 13,669 . 
Natural Gas (Mcf per day) . 

1,463,33.1 1,384,339 1,332,526 1,231,279 United States .... ~ .......................... _ .. ____ · .... - 1,466,255 
Canada. __ ...................... · .............. ....... ..... 63,952 71,770 53,193 54,852 55,412 
Other Foreign ........ ..... ; . .......... ~-------·· ·---· 3,854 4,724 · 4,683 3,578 2,855 

Total.·-------·-··---·--· .............. .... -. ----· .... - 1,534,061 1,539,825 1,442,215 1,390,956 1,289,546 
Natural Gas. Liquids - Leasehold 

Ownership (barrels per day) . , 
16,526 14,590 13,376 14,471 United States.·····------ __ .................. .......... 16,252 

Canada _____ ____ ... : .............. ·······--··-···· ....... _ 1,470 1,328 1,365 1,346 1,157 
Total..--·······---.... .. ........ ...................... 17,722 17,854 15,955 14,722 15,628 

N atural Gas Liquids - Plant Ownershtp 
(barrels per day) 

17,847 . 17,492 18,031 I6t998 14,077 United States----·······--: ....... ..... .... ............ 

* Includes gross production for Indonesia under production sharing agreement. 
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· Net proved developed and _undeveloped oil and gas reserves as or" Decem~r 31, -~9.77: 

Denloped Undenloped TotaJ · ·. 

, · · ·Crude· Oil ~nd Condensat~ 
. . (thousand barrels) · · · ·. 

. ': : .. · ··.· .. · ··>.\· , ·, . · · , . .. ·_, · · United State~ ..• ~L~'.~---~~ .. -~~~---····-:,.:.:.,~.: ... ·,. .. ;;. -:· 448,4:86 .· · .. .116,985,• · . 
: . ' . ' . . 

,· 5.65,471.- ·:-· .. · :,-,.:.., ,_. .. , .. :. :• ... . :· 
6$,541 .. · .. · · .. r ··. 

! ~ • . . 

C~a4a~.·-~ ... :. ·--~-~-~------~-:---~~-~~-~-~:.:: .. ~ .. :.'~~--. ~~ · · 64~8~7 
Middle East ......... ,.~.~-.-~---:~ .. :~ ......... · ... ·.......... 62,5 5 ~ · . 

. Fa·r Ea~'t•· ... . .. · _ _'·.' : __ · ·. ·--~· .. · ... '_· · ..... ' · .·· .· ..... ... ·. 143,626 

Otl}er .. ·Fofeign, .. ·.,·.········--~~~-:~ ...... ;.~----~ .. :.:~.:.· __ · -=--
. · · .' T~td .. · ... · .. ·· .. · ·.: · ..... ·_ ... _- _ _.. ·.· ..... : ..... ···. .. 119,545 

664" -

~~'~25 

·.4t016 
193,290 
. . 

-?~,181. . . . : 

1~~,"626 .. · · ,. · · ·-i" 
.4_1;016 

912;835 

. Nat~ral ~~s· (Wet)'.(bUlion · '. . 
. cubic _feet) : . 

. . ·. . · .. 

Uajted States ... ~---···········u·.·~···-~; .. :~~·-··········: 
Canada ..... · ................... · · .-........................... . 
0 ther·F oreig1i ...... ~--....... ,. ..... -:· . ................. ~ .. . 

Total. ...................... · ........... · ................... . 

. . 

4,649 
"366 

17 
5,032 

1,700 

-126 

1,826 

• Includes gross reserve~ for "Indone_sia under production sharing agreement. 

6,349 

492 

17 
6,858 

Dutjng i977 and ea~ly 1978, res~rve estimates w~re· filed with the Federal ·Energy' Regulatory 
Commission, the Federal Trade Comm~ssion and the governments of The People's Republic of China, 
Great Britain, lridonesia, 1:£ari ancl . Nofw~y. ~uch · reserve estimates, although as of differing · dates, . 
were determined on bases that were consistent with the estimates reported above. 

. . . 
Based on · historical perfon;nance, the Company c~rrently estimates that 293,000 barrels per C,ay · 

of crude oil and condensate an9_ 1,264,0QO m.cf per day of natural gas could be produced. from prov~ 
developed- reserves as of · ~~JD.her 31~ 1977 using presently installed equipment. under existing . 
economic an~ operating :conditi.?µs. fot , the. _year 197 ~- · . · · ·. . . . · 

. , . 
At. Decemb~r 31', 1977, the ~pproxim~te number of Union's produciple oil and gas: '!Veils ~~re ~s 

follows: · 

Oil 

Gross Wells ........... . ·· ........... : .................. · ........... ·.. 22,637 

*Net Wells ........ .. · ............. ·····-····-·····················.····· · 8,508 

Gas 

Gross ·wells ... .-.-............................. : ................... ·..... 2,544 
*Net Wells ................ ·· ... · ......................................... · l ,087 

* Net wells represent . the cumulative total of Union's ownership interest in gross wells. 

At December 31, 1977, the Company had 587 gross and 347 net wells with multiple completions. 
In addition, at ·year-end Union _was in the process ~f drilling 69 gross oil and gas wells, ~he equiv~ent 
of 35 .µet oil and gas wells. · · 

Net well · completions during the last five years were ~s follows: 

1973 

Net exploratory }Vells ~omplet~d.. ........ 11 
Net development .wells completed....... 141 

32 

1974 

15 

1.72 

197S 

14°· 
152 

1976 

· 28 

183 

1977 

25 

278 

............... : ;.., ..... ·.· . _.:.. ·. ·.·.···· 
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Domestic Refining 

Union owns. and . operates -five refineries · in the -United States which manufacture a complete filne · 
of high-quality petroleum products and · certain basic chemicals, including automotive . and. avi~tion 
gaso~es, liquefied petroleum gases, naphthas and solvents, jet and turbine fuels, kerosene, diesel oils, 
heating _oils, automotive and industrial lubricating oils, greases, waxes, asphalts; · residuaJ fuel oils, 
and: petroleum cokes.: Rated capacities of crude _oil processing units are .~ummatjzed below:·· · 

I ~, ' • 
· ·,··..:.····'. . . · . . : ,· .· ,,. . . ~ . . :: ~-e~.!'Y 

~ .. 
· . Barrels. Per > .- · · · · ,· .. · · . . , - . 
. · Calendar Day· ,. · .. . · · :. · .. : · · · · · · .-·. - . :· · . . . ~ . .. ·: :· .. . ·. . ,, . .. ; · _.· .. .. --

CHEV 005233 

California 

.. : :Lqs Angeles .......... _ .... c ••••••• · •••••••• : • • •• a ••••• :.:............ .. 108,()()(( . 
·.· 'F . .. . . . ·. . . . . . . : · .... 
· San ranc1sco ............... : .. ~ .......................... :._: ... ~- · . 70,000· 

·. · ~-S~n~a_.M~ria * --~-·-~---~-- ... :'.· .. · ............ ~~ ... :.:~ ..... ~ .~ ..... : ' ..•. 4tooo . 
. . ·. 

. . : : ·. 

. ·. . . ,··. 

. 'llliimis · · 

. ~-hfc_ago.;.~ /.~-~-:::··.:., .. -· ... ~ ... :·~-·-·····-~·'.················~~-~ .... ··. ·1-s'~\boo :. 
T~xas 

. ' 

Beaumont:. ................................. ·---··········----·------ 120,000 . . . . . . 

490,000 

• Makes unfinished products for further processing at the Company's San.· .Francisco Refi,nery.·- · 
. . . . . . . . . 

. ' 

· ~verage total input ~o crude oil processing units in barrels daily was 465~000 in 1973, 439,100 
in 1974~ 456,500 in 1975, 440;30Cf in 1976, and 451,900 in 1977. 

Foreign Refining • 

In the Rep~blic of K9rea, Kyung In Energy Company, Limited, a 50 pe_rcent owned ~iiate of a 
Union subsidiary,. operates a 60,000: barreJ.,.a-day capacity refinery. Crude oil throughput at .the refinery · 
increased 28 percent over 1976 to 50,800 barrels per day. Kyung In also operates .. a ,32S,OC)9 kilowatt 
thermal power ·p~ant which furnishes ·30 _percent qf the. pow~r needs of 'the c{ty of .Seoul and the 
surrounding area~ Union~s.investme.~t..is substantially insured by Overseas Private Inves~e~t Corpora-: 
tion, a United_ States . Goyernment corporation, . against certain political risks inc_luding .expropriation. 

. . . . . . 
. .· . ." 

Petroleum. Tramporta1ion 

. A subs_tantial part of Union'_s crude oil production and purchases is transported to the Company's 
refineries oy some · part of the 10,100. miles of raw material p~pelines . whic~ Union · owns, wholly or 
partially, or leases. -'Tlie Company also owns 0~ has an interest in approximately 7,300 miles of refined· 
product pipelines. ' . 

Union AJaska Pipeline Company, a wholly-owned subsidiary, has. a .1.66 percent participation 
interest in the Trans-Alaska Pipeline System which commenced operation. in 1977 to transport c_rude ­
oil from the North Slope area of Alask~ to the port of Valdez in AJaska. 

The Company's marine fleet at year-end consisted of 15 tankers and · supertankers, plus other 
sma1ler vessels, aH held under long-term charter agreements or owned directly. or through subsidiaries. 

.. . ' 

Puring 1977, Union chartered ·a 264,000 ton very large crude carrier an_d four 85,000 ton tankers 
to provide transportation of foreign crude oil to help meet the· Compa_ny's· .domestic refinery requirements 
and improve the efficiency of the Company's transportation system. 

Union also has an e~tens.ive . fleet of product tank trucks. 
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Domestic Petroleum Marketing 
Union's ·.produ~ts are dis_tributed in . 42 states under the "UniOI\ . 7f' -:trade name. M~keting was 

conducted through approximate,y' 1,-000 wholesale marketing :clnd bulk ·distributing statjons and approxi­
mcitely · 14,000 .service stations . and _other. retail .. outlets _at the end of : 1977 . including over -300 auto/ ; 

: :truckstops; . many_ of .. V't'.hi~h._ .are -located. :~~ :.~~-:interstate_ highway, -~y_siIµ .. .S_ubs~ti.,ny .. ·.an .$ervice 
stations and other ·.i:et~. outlets, including units owried and: l~ased by, Uhlon,.· ate.· operate_d by independent 
"dealers . . The wholesaie _market~~g stat;iorts distribu~e products . to: -ili.e :· ,O,mp~y's retail .01.itlets·, se~l 
.to. 9thers for .re~al~, and · sell: ·diree:tly to· consumers: Thr~ugh · retaii" .. ·_ou_tlets,· _the · Compan_y also. selI.s . , 
branded tia:;:es, -b~tteries ·and other· .automobile· acce~ories. _Premium m:ptor· oils ~d ·_greases are _also · 
marketed ·. thi:01,1gh whoi_esale disirib.~to~ and to independent . marketers _t.hrQughout _the .U;S: ancl i~ 
~aiiy foreigi.i countries. · · · · .: .. ·. · 

: .. · Dunng ·.t.he .last 18 months, ·_-tiniori so~d its -~arketing propertief in Wyoming ~d -~ontana. an_d .. 
began the· process 'of $«::Uing its pr~~rti"es in Utah and southeastern Idaho. ·_ lt-bad-limited sa]es :in tb~se 
marketing -areas~ In the east, ._r~uction of investments began in low penetration markets in order to 

· concentrate on growth. markets w~ere Union :h~ strong repr~en~tion . 

. . . 
Foreign PetroleUDl Marketing 

Union subsidi~es market crude oil and petroleum products · to customers in Japan, Korea and 
other countries outside the United States: Union had a substantial min_ority interest · in the Maruzen Oil 
Company, Ltd., a major Japanese· refiner and marketer, which Union sold to Japanese interest!; in 
October, 1978. During 1977, Union's ·overseas marketing subsi<;liary~ Unoco~ sold ·to Maruzen appi:oxi-
mately 97,000 barrels · per day of crude oil produced by Union and others. · · 

Domestic Geothermal Activities 

Union has Jeasehold interests in approximately 21 ,000 acres in the Geysers Geothermal Fieid. 
of northern California, the only copimercial geothermal project in the United States.· Steam from this 
field -is sold to a public u~Lity which has:installed generating capacity of over 520,000 kilowatts. Two 
. 110,000 kilowatt power plants are un.der con_struction,- with one scheduled for ~oinpletion in 1978 and 
the other in 1979 . . To provide steam for these new plants, nine wells .were driJled in 1977 -and drilling 
is continuing in 197 8. · ' 

. The Company is also exploring for new geothermal reserves eisewh.ere in the western United States. 
In ·califorriia's "Imperial Valley, . .Union has a prominent position in three out of "fpur of the major 
ge<;>thennal resources· tbat have been delineated. Exploration and testing· of Union's properties in two 
of these areas is in an advanced stage and agreements have be~n negotiated to sell the geothermal 
energy to public utilities which would begin operation with 10,000 kilowatt power plants. 

In New Mexico, the U.S. Department of Energy has selected a proposal by Union anci the Public 
Service Company of New Mexico to <level.op and operate the first full scale geothermal hot water 
project in the country. A definitive agreement is being negotiated. Subject to negotiation of a contract, 
the 50,000" kilowatt project would cost approximately $100 million, of which federal funds would 
account for about one-half. 

Foreign Geothermal Activities 

Operating as a .contractor for the Philippine government-owned National Power Company, Union 
is developing two major geothermal fields . on Luzon Island. Construction is. underway ·on two electrical 
power plants _ at the Tiwi field with a combined capacity of 220,000 lqlowatts and for one plant at . · 
the Los -Banos field with capacity of 110,000 ):cilowatts. The _-first plant in the Tiwi field is scheduled · 
to ,go into operation irt 1978 and in the Los Banos field in 1979. · · 
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Geothermal Lands, Reserves and Production 

As of December 31/1977 the ·company held 346,600 net a~res of geothermal lands, of which 
over 4,300 acres, all in the Geysers ·oeothermal Field, are proved with respect .to production. Most 
of the unproved acreage _was located ~n New Mexico, California,. Nevada ~d Utah. At year end, the 
Company had 94 n~t producible geo~hermal wells, located primarily in the Geysers Geothermal .Field, - . 
New Mexico, and th~-Philippines. · · · · · 

- . 

Oeotheqrtal. feserves and :produc·ti9n for. t_he las~ .five ye~ ' were as fo,~9v.rs:. : 
· · : .. ·- ... . ·. :. <- · · · ··- -· · .. .. · - -: : .. -· .. · t,;,~ ,, _, ·.i,,~ ·~-· .-._ .. ·. -.~;s -,.-· .. > ·.~, .. 

.· Netr~e~es -'~tyear~nd•-· · . -- . . . -

. . l"fillion megawatt hours .... ~·-··-'-----.---~., ..... ;........ . 4:0 .: - · 56 ·. . ·· .64 -87 ·:-
.. Mill.ion eqQival~nt_oil baq:ets•• ..... ,.... ...... ...... . 61 _ 84' .... . · __ ·9~ 1:.31_ 

, Net daily pr~duction -- megaw~ft, bours ... ~-----~~--- 900. ·. . 1,.800 . · 3,000.. ·3·,600 

' , '• 

1977 · 

·-110 

165·. 

}~600_. 

•j~~rv~--~-~e; {ocii~~d -in ~~ .. : q~yse~ :Ge~~~~~ .Fi-~!~ and'·~. t_he . _Philipp~cs.:.: 
**B~e4-u;n -th~ ~~pef of barrel~ of: ~u re~ulred to g~~;rate· ~ ~uival~~i_ am:ount ·of e~ectricity. 

. . . 

~h~mical Operations 

Early in 1978, the UnioQ. Chemicals Division was formed combining the operations of the Amsco 
Diyision and C~llier Carbon and Chemical Corporation. The Chemical Division's operations are 
divided into three product groups: nitrogen, petrochemical .aQd carbon . . . . . ,, . 

The nitrog~n group manufactures, purchases and·markets a wide variety of.chemical fertilizers and 
industrial chemicals. Union believ~s ·it is the larges_t producer of ammonia on the West Coast of the 
United States (including Alaska) and one. of· the largest in. tbe .. United States. It operates ·ammonia and 
urea plants· l~ated at Brea, Cali.f omia and Kenai, Alaska. Recent COIJ:1pl~tion of new plants at Kenai, 
Alaska increased Union's ammonia and urea · production capacity to 4,100 a-nd 2,850 ·tons per day, 
respectively. Natural gas, ·the prime raw material for these plants, is supplied .from the Company's 
extensive Alaskan reserves. Enlarged urea and ammonia· storage · and terminal faci4ties were also 

· completed in-connection· with the · new plants. 

. : .. 

CHEV 005235 

. A new _ship"· n~ed the "S.S. CQmlicopia", :d~igned_ to transport liquefied. ammonia from Kenai 
to the West Coast CQ~en~ed .servic~ in the spring_ of 1978. In addition, Union's Chemical Division 
has . two. barges on long-term lease· for. delivery of urea, and two refrigerated river barges to transport 
ammonia up the ·Columbia River. · · · 

The p~trochemical group. ~arlcets hydrocarbon solvents .an~ .Petro~hemicals manufac~ed by 
Unio1fs refineries,.· manufactures ·and . mark~ts polymer emuls~ons and bqt ·i;nelt adhesives, and sells . 
chemicals and-.other products purchased from others. A new hot- ni~lr' adhesives plant at Tucke.r, 
Georgia was . in full operation in early 1978 thereby doubling the Company's producti~n · capacity 
for these products. . 

The carbon group manufactures, purchases -and markets a wide range of petroleum coke and 
high-strength graphites. 

Mineral Operations 

On July 29, 1977 Molycorp~ Inc. was _acquired by. Union: Molycorp, now operating as a wholly­
owned s~bsidiary, is_believed by.U~ion to be the w9rld's l~rgest producer.of ra_re e~th products -and an 
important ·pcoducer ·or molybdenum. Moly~orp has a 33 percent interest in a Brazilian company, 
Companhia ~rasile~ra de ·Metalurgia e Miner~cao, a producer of columbium. Early in 1978, Molycorp 
sold its 49 percent interest in Kawecki Berylco lndustri_es, Inc:, _a leading producer of spe_cialty metals and 
chemicals. 
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Molycorp's rare earth operations are base<J upon a high-gr~de· bastn~ite ore· deposit at- Mountain 
Pass~··califomia and processing plaiits :·at York, Pemisylvania; . Louviers~ .Colorado a~d Moun~n Pass. 
:Qased 1:1pon Moly.corp's .average .a_nn~al ·production of rare eanh--co~cent~tes c;luring· 1976 anct · 1977; 
Uni.on estimates - tha( provep ore reserves ·ace ~d-equat~. for at least &ft~en more· ye~rs of continuC9 . 

. . __ opeiati9n .... '.Jbe ~~jar . us~s for ~~~ -~ pr6d_li~~-- ar-e in-televi$ion '. and'° ff 1,1Q~~~~en~ ~ghting_ phosp_hois,. 
·. pe_ti-0Ie.um ·craclcing_caialys-is, :_g~~s,..ir9Ji-'·a_nd st~eL '.·''·.·,-:_·._::- ·. :' ·· ·· .. , ,.·:,:.·.·. ···.· .. ·,_· :. .. ' ··._. .:._: .... . ·: .. 

. . . . . ·:Miilycorp'~ ~p~n :pit 'molybde~:~fu ·.ih~{,at. Que~t~, . Ne~ ... Mexico : i.~ -~lmast depleted: . . It. is ~xpected: 
- -tri. he p})-~ed. OUt d'uririg 19_78 but'_milling qperatjons ~d. _lll~~yl>denum pre>~UCQ()D, ~Jll ·co~tiJ:rµe i~to :i980 . 

U$j.ng ore,whicb hasJ,een :stcx;kpil~d. ·, ... ··.. . :, . . . . · ,, . . · .. 

. . . . ,O~er ·. the · p~st :. se.~ec~l.. ·;ears, : -~xp);r·.~t~:ry·, d~ri~ri~;.an~ ·.: ft:asibiUtY: ·-.~-t~di~s . ~~nduct.~d by .. Moiycorp. _. ~d .. 
. a· partner ~s~ablis~ed· a ·1arg~r- ~r.~c)· of. m9lybd~nu~ .jpineralizat~on ~t Qtje.st~'; ··µt~ Jii. ·1911/ M~lycorp ·_·. · . · ·::· 
agreed with. :its p,artne(~10·· dissolv~·-:,the· --p~rtn~_rship :aqd: fµll. o~~e.rsbip. of----'i~e .'properties.:'~ow 't~'sts :wi~ . . . . . . :· 
MolyCC?rp.- Molyc;orp ·_has .. conduc·~ -' :tedirt1cai i ~cl :re~~~_ility ~.tu<Jj~ .relating. to ,l?e. 'development of _'_a' .. · · · . . . .· . .. · 1 ·. 
large . scale und~rground m~ing ·'opera,i~n witb production beginning in Jhe ·early .. 1980~s. : N_o fin~. . I· 
decision-on development of .such a, mine has_ l,een made. 

. M·olybden\lni processing operation~ .a~~ condu.c~ed a,t' plants located in Washington ~d York, 
P'ennsylvania.. Molybdenum is use.d in the . production of s~ainless and alloy steels~ non-ferrous . atioys~ 
pigments, lubric~ts _and cataiysts.· · 

Molycorp~s··· annual production· of minerals is as follows - . thousand poµnds: 

.. 1973 1'74 1975 1'76 1977 

Molybdenum in concentrates ............. 10,866 11,200 11,114 11,509 8,130 
Ra.re earth concentrates ........ -.... ....... 38,682 . 43,883 • 

0 7"·32,936 28,745 . 33;861 

Minerals is developing a $45 million uraniµm mining.and milling complex in Sweetwater County, 
Wyoming. Mill construction wo:r:k is pending· issuance of federal and · state. p~rmits. Difficulties and · 
delays have 'been encountered .in _optaiiµ~g t~ese .permits. It is anticipated .that ·tbey. ~ill be obtained 
dµring the lat~er part of 1978. or_ early,. 1979. See ·BUSINESS AND PROPERTIES OF SILVER 
BELL - tbe .Sweetwater Pr:oject at Page 47. A feasibility · study on a ptoject to .. illine · and miU 
uranium from <:feposits approximateiy 3 ~ miles northwest of Wickenburg, Ari.zona · was co'*1pleted in 
Ju]y 1978. This project is known as the Anderson Project. Minerals estimates-that 9)62,000 pounds 

· of reco~erable. proven reserves with an ·average grade of 0.072 % U 30 8 ( usj~g a mill recovery factor 
of 89%) can be commercially· mined. F~nal plans and schedules for mine development have not 
been d~term~ed,. nor has a miri'ing permit been obtained. :-- · ·· · · 

Union· has a 25 percent interest in ·Cyprus Pima Mining Company which owns a large open pit 
mine south of Tucson, Arizona. The mine was closed in . September 1977 due to the depressed price 
of .copper. · · · 

Union's equity in Cyprus P ima's earnings was a $2.2 million loss in I 977 compared to $.8 million 
gain in ·1976. 

_Other Opcratiom 

In Colora~o; Union has 20,0oo· acres of patented 01r sha,e lands which it believes . az:e· a potential 
source of petroleum supply. T."tte Company also has unpatented placer mining claims covering an 
additional 20,000 acres of oil .shale lan~s (currently being contested by the .Federal Government) 
and 10,000 acres of associated lands including water rights and areas for dispos·al of spent shale. Early 
in _1978, the Company announced plans to build a $100 miUion experimental oil shale.project if Congress 
creates the n_ecessary inves~qient cJimate fo! an ·oil shale ind~stry. The proje.ct would utilize a Union­
dev_eloped. surface . retort capable of processi,n~ l 0,000 tons per day_ ~f oil shale to extract 9,000 barrels 
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a -d~y of raw i;hale ·oil. Initially,, Union plans to sell the shale oil (or direct use as boiler fuel in electrical 
generating plants. 

Union, through a wholly-owned subsidiary, develops and markets real. estate for industrial, com­
mercial .and resident_ial uses on su_rplus and purch_ased land. 

. . . 

None of the activities described in this section . or· in th·e preceding section entitled: "M.ineral Opera- . 
tions" is considered to be material . to Union, either iri relation· to its total co·nsolidated, assets :or .as a . 

. contrib.utor to Union's co~soli~ated e~rnings, .curre.ntly · or :for _the foreseeabl~·. future.. . . . ... . 
, • : . . .~···. . ..· :· :. / ·~~ · ·.·:· • . · ·. ~· : · .. . : ·. '. ~.· · .::·.· . ~ . . ··.• .•. ·. · ·. : . ~ • . • . ~·=· •' 

Research 

. U~ion has . a .modem resear~h· ~enter. located at . Brea,. California where rese·arch scie_ntists, . engineers· . . 
and supporting· persorinel are . cuq~ntlj, working to .. develop new and improved· products, proce.~~·~s and .. 
. ~echniques foi: . use' in -every phai~. of t~e petroleum b~iness an~ in pertinent. ·areas. 9f . the· ch~mic~r 

_i?:d~~fry .. _ . . . . :'-,_) ... ,: . ·. : . \/ :/.'_·: .· ·. . : •, ·, . .··, ', . . . .· ' " _: :- . ' . ·. . . ... · . 
. ·. Union :.·o~s: 'some· 1,7.0Q-:·a~t~:ve .:.p.atents irr .the·· United States .and: abroad .. which are ·· generally 
avaµable to_ others·' ,.uµder tev'.~nu.e 1irociucing' licensh1g_ agreements. . ', . ·.·. .- ···:-- . . . .· 

, UnioJ?.' ~-e~p~ndi:i~~~s .for r~sea~;h ·. and de.velopme~t . appro~mat~d $ i 7.1 . million . and $17.2 million 
in.1°977 and ~976, .res~ctively: :_ . ' . . . . . . . 

Employees 

At ,June . 301· ·-t978, Union: _bad 16,191 employees, many of whom are covered·. by labor agree­
ments with vario:u,s . unions. In January 1977, an agreement .was reached with the OH; Chemical and 
Atomic Workers Inteniatiorial' Union on a number of contracts covering employe~ in all refineries 
and severat' .large distribution terminals. Agreement was also reached early in 1977 with the Intematfonal 
Union of Petroleum Workers on ·a .number of contracts covering production·, pipeline, telecommunications 
and certain marketing employees. · In. March 1'978,' a· new three-year contract was negotiated with. the 
Oil~ Chemical and Atomic Workers InternationaCbnion covering workers at Molycorp's Questa, New 
Mexice>· mill _and miiie. ·c.omple_x~ . . . .· . · · . 

·: · · .. All these. agreemen,ts prov~de · for .substantial wage and friqge benefit increas~s~ 
. . ' . . . . 

Gov~nient Regulation . 

. . '• The petroleum· ind~try has beeri subject' to manclatory allocati,;>n and· price co,:i~oI regulatiQDS 
established by the ·Department ·<?f Energy under the authority o_f the Emergency Petroleum Allocation 
Act of 1973. This authority was continued and extended by the Energy Poi.icy and Conservation Act 
of 1975, the.Federal pnergy Administr~tion Authorization Act of 1977, and the Department of Energy 
Qrg~izat:ion Act- of 1917. The .re~ati_ons .h~ve _ established maxi~um prices .i>ermissibte ror domestic 
crude oil and cert~n petroleum products~ Increased costs relating to refining and ni~keting · activities 
are allowed to be passed through .to product prices in a specified manner, and subject to certain 

. conditions. The .re~ations reduc·e the pric·e Union receives for a portion of its crude oil, and have . 
created additional administrative. expense. The regulations, in some . instances, may adversely affect 
Union's ability to recover increased costs. · Union's ability to recover increased costs may be further 
restricted by mark~t conditions. · · · 

Regula tions promulgated under the 1973 and 1975 Acts are mandatory for 40 months and may be 
imposed at the (Jiscretion of the ·President thereafter. The Company is unable to predict how long the 
regriiations ·may- ··r¢main m e~ect; .. or what effect such ·program (o( any .mocµftcation thereof) ~Y . 
. 1:Jltiinatei'y have· on. _its business :a,in~~ September 30, . 19$ 1. . · . · . .. 

. . 

. : Other provisions of the 1975 Act give the President authority to be the sole importer and 
purchaser of crude . oil and petroleum product impons, establish refinery opera~ions le·vels, force 
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conversion to coal; con(rol exports of petro_leum products, ·natural gas and petrochemi~al feeds.tocks, 
order aUoc~tfo.1;1s . of supplies, -determi.µe · production. rates on federal lands, · and . esta~lish a s~ategic 
·petr9leum ~eserve. -~e -Presi<:fent j.s required· tq establish contingency pl~ for _energy .conservation 
3J;1d rationing> . -~ . · · · · · · · · · 

. . • .• , ' I ' : '., 

· •., · ..... ... :-. Lesisla~_on·)viµc~)i ·will.,modify -tbe·:j,r,esent -price. CQO~-~ ... on. dom~stic _na_~_tiijl .-gas. pr?~~c.tio11· was_· ... ·. - . .· _:· .. 
. recently._·_appro~,ed: .. by Congress. This. legislation is extremely· coinple~_, ."crea~rig ~any differeni"".tiers ·, · . ·· . . ·.:· : ·.: 
of ~natural ·gas'. p.qces. · .. In' general,.· "liigber prices will be-'·allow~d for some-gas -·produced i_n the future· 

-although. ·.all gas ·will refnain. under control, iit le~fllt;ltil 198 5 ... Based. upo~. Union's preliminary· analysis~.:. 
.- :~e ·_legislatio~ is.-~()~_._ex~ied -~q · h_ave an· aqv~rs~:_imp~ct on Union's·. b~iness ~r ·finan~ial: ~ondi~iori. . . · 

. .· ·_ .. J _··s~~--·:i/:~it~r~ -~</~~i~t~t~·:pip·e~-~ cqmpani~s ~~r- res-~e ~~-s~bj~t to .. pri~~-regulation 
, ~y:. ·~~! -~e.<!enil ;·~-4etID:: 'ile~WP1Y '.-:~()~_ion· ·. ()~ · the '• D~p~ei:i~ .. t?f.' · En·e~gy µrider · th_e .. f.~deral 

Nit\$1---0as>Act: .::.:certain· inte~i-~_te.,·c~de oii .-pipeline stibsidia)ries .of -Union. ~ -- s~bject to · reguiatiqn _. 
·as cqlijnon ccµtjti~i:by.:the_ Fe~*~·:Eri~tgy· R~gulatory Commission. ··.U~~Qn, as_ ~~ssee from_- the .Uni_ted 
St~tes~ is . s11:bjeci.. to regulations· qf the .Uni~ed. States· .. Depart;ment of. the Interior under the Outer 
Continental S~elf· ian<)s Act, _::w~icb regulations . have·· been ani~nded to impose stricter controls ~n 
opeia,tions . and to· .:e5t~blish resp~>nsibility f Qr cleanup and damages in the ~v~nt ·of oil spills and under 
tbe Mineral . Le~ing A~t of 1_920 covering· onshore ·"Jan~. In addition, state -regulations; which have 
bee~ ain_ended tq impose stricter controls, are imposed on both state ·owned ~d privat~ly owned lands. 

A number o{ federal and· siate legislatiye proposals would, if enacted, significantly-adversely affect 
the petroleum· industry, ~eluding Uni9n. These ·proposals involve, among.other thin~, _the imposition 
of additional taxes, the divestiture of ·certain operations, an excess profits tax, land...use controls, and 
other restrictive ·measures. 

Environmental ~afters . 

Complianc.~ with federal, state and local laws and provisions regulating · th~ . discharge of materials 
into the environment or otherwise specifically relating to the protection of the · environment is haNing 
an increasing adverse impact on Union's operations. Federal legislation applicable to Union's operations 
i.µclupes the Fe_deral Wat~r Pol.lution Control Act Amendments of 1977 which .impose increased liability 
for oil spills or discharges in navigable waters upon Union or persons responsible for such an occurrence 
and the Federal Clean Air Act Amendments of 1977 which relate to the reduction or elimination of air 

' . 

e~issi~ns . . Various state· and -local gov_ernments have adopted or are considering the adoption of such 
. _laws and regula!,ions.' .- ;-_ · .. · . · · -

In 1977,_ Union spent a·pproximately $29 million in order to comply with, and where technology 
exists, exceed applicable federal and state environmental regulations. Capital expenditures in 1978 
related to th~ protection of the environ.µient are estimated at $32 million. Union expects such expendi­
tures to continue in future years, but they are not expectep to be significant relative to Union's capital 
structure and normal capital expenditure programs. Although Union believes that it will be able 
to meet the requirements of existing laws and regulations, changes in operating procedures and the 
acquisition of additional poll1:1ti~n control f~~ilities ~ay be necessary to meet regulatory standards in 
the future. · · · 

. . . 

Union has been a party to a number of administrative and judicial proceedings -arising under 
federal, state and local provisions relating tq environmental protection. Such proceedings include actions 
for civil penalties or fines for alleged violations· of such statutes ·and ordinances. Approximately 15 
adminis~rative and judicial proceedings are pending. Approximately 90 applications for National 

. · J>ollutant. Dis'charge ._Elimination System pemiits are· pending, as ·are 8 appeals related to the issuance 
-· of such permits. · · · · · 

. · ;· ..... . 
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Union _ does . not ·. believe that these proceedings . are; in the aggregate, material to its business 
ur · tinancial . c~ndition and do~s- not anticipate .. a.ny sign.ificant · curtailment . or interr,uption of-its major · 
operations ~s a result of any alleged violation of enyironmental control laws or regulations. Union. has · 
also joined or in~ervened with the American Petroleum Institute and other oil cornpanies-jn actions relating 
to . Environmental Protection Agency ·.effluent · limitation· guidelines, air quality reguh,1tions, ammonia 

.. fertilizer gui.delines ·and benzen~ regulati.ons: 
. . . ' . . .. ' . . ~ ' . . . ~ . ' . 

. . :-

.. Pen~g Legai ··.f.roce~~n.gs . · · · .. . .. · .-. , .. ,. ·- .... .-_ .. , · .. .- ., .·,. =· : • ... · :. : - · · · 

· ·.: / :: · -, · Uniori, . ~l~ri~ ... ~1th · other _ni~jq~· :~il ·comp-anies, ,js. a · defendant i~ -s·;~~~ate· civ'il · ~ntitrus( suits ·brought · · 
. . . . : bt. th~ ~·tates' of. F\odmi~ Coni:iecticut, K,~n~a;,. .. Califo~ia,_ Atjzonar Oregon' ancf. Washington filed .betwee_n· .. 

: 197~~' and·. 1977'. · .,Tlleis·e ·actions ;ch·a.rg~, ·violat.ioffs of federal' and: state ritonop9ly. ~ntl', res#ai~t o( trade . 
. . sta_tut~s ,irt :~onpect_i9.11 wiih exp~6ra~~9n~-'produ~t.ioli~ refi.ning .. ~nd . marketing .'o(.petroieum a~d . petroleum : .. 

. . ·. p_rc;d.iicfa: :, Thi :_sµit~/au seek treble : 4aqiages, in unspeci~ed. ~mbun.ts~-·on behalf of.-: th~· states· anci -·classes·:, . 
. . ; . .' :.q( ~ifoi -~h~~~;~·~i;' ·qt. pefrol_euiµ p,iQ,du~t~·, injunctive . reli~, ··and :_divestitur~ .· of 0

ilie .·exploration ~d . .. _. .... 
. . : . ):>r~qu~ti<>n. .s.~g~¢~·~s.:oJ ~he ct.etendan~~> businesses.: the_ Ju~ci~I. faµel Qn·· ~ult~distriit_ Litigation· has : . . · 

: tran~ferrec:t . t~e ... a~·oye'.:list~d acticins·~--and ithe a:ction ~r9ught. by th~ City of Long Beach descdbed b_elow, .. · . · 
-:-to·the :Unitecf.States.Distrfot Court for the· Central Dis.tnct of California for consolidated or coordinated 
. . pre.trictl ·proceedings." · (The consoiidate(pretrial proceedings are N~- .MDL~I50.) ·.. ., ·:· . . · . -

. The City of: 'ton'g Beach-is' a pla~ntiff, and the State of Caiif~mia has· intervened, in a suit filed 
on . June· 27, ·1975; in .the· U~ited States District Court ·for the Central District of California (No. 
75-22°32 WPG). · Th~ complain{alleges · violations of federal and state antitrust statutes arising out · of 
.e~pl~ra,tion, development and production· of crude. oi~ in tidelands and other lands in the tong Beach. 
California, area. · - ·-, · .. 

Uni~n and its subsidiary, .Collier (which was merged into Union in early 1978) . together with six 
other fertilizer marketers and producers, are defendants in civil antitrust actions brought by the States of 
Alaska, Idaho, Montana, Washington, and Oregon and individual residents of the State of Oregon. The 
suits were filed in the Uniteo States. District Court for the Eastern District ot Washington at Spokane 
on June 11, 1975, by· the States or' ~daho (No. C-75-120), Montana (No·. C-75-119)·, and Washington 
(No: C-75-:118)" and the.individual plaintiffs, by· the State of Alaska (No. C-75-156) . on ·July 22, 1975, 
and by the State of Oregon (No. C76-287) on July 1, 1976 . . The. suits allege violation of federal and . 
state antitrust statutes· ari$ing out of the sale of fertilizer in the northwest region of the· United States· 
and seek treble damages, in unspecified ·amounts, injunctive relief and divestiture of the ownership and 
operation of certain marketing and distribution o~tlets. 

On December 24, 1970, Union was served with a summon·s and complaint in an action flied · in 
the Superior Court for Los Angeles County, California, entitled Philip Ruben and Phyllis Ruben, et al. v. 
Union Oil Company_oj California (No. LASC4C 992907). Plaintiffs sued individually and on behalf of 
·member's of ~- d~ss described-as residents of the State of California who have charge accounts with 
defendant ·~nd. who have made· payments of interest of more than ten per cent per annum within the 
preceding four-year period. Plairi_ti:ffs sought an injunction against further assessment by Union of finance 

. charges on its monthly credit card billings . in excess · of ten per cent per annum and damages in an 
unspecified amount. Plaintiffs' claims were denied by the trial court, and the decision has been appealed. 

On March .5, 1974, Union was served with a petition in an action entitled Mecom v, Union Oil 
Company of California, et al., brought fa the District Court of Harris County, Texas (No. 973,515) . 
Plaintiff claims rights in concessions, rights or contracts relating to the production, exploration an~ 

. marketing of ~il and gas within a certain geog~aphi~ area . of. the Middle East and an accounting .. 
. . 

Union is. nariu;d as a .defend.ant in actions brought by purported representatives of classes of less.ee . 
and sublessee gasoline dealers (Bogosian v. Union et al. and Parisi v. Union et al.) in_ the United States 
District Court for the Eastern District of Pennsylvania. The complaints . which . were served on · May 
1'9,- 1971 and October 26, 1971, respectively, allege violations of Sections I and 2 of the Sherman 

. . , ... . . . ~ 
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Anti.:T~ust Act and demand an · u·ndetermined amount · of damages· to be trebled; injunctive relief; and · 
div~titure of those· portions : of .defendants' busin,esses which involve the acquisition of ·real ·estate by 
purchase or lease. and the leas.ing or subleasing of such real estate for use· .as retail gasolin.e .service· ·. 
stat~ons, plus costs ~nd attorneys! fet;s. Qrders entered in June, 1975 ~ismissin.g .said. class actions were · .. - . : .. 

· .. · ... . vaC:atecl by: the·· Vnited.. S.tates. Court qf Appeals-'for the :Thh::d .. Circui~ a·nd. the· .actions -were. -~emanded , . : _ . .. ..... ... ,.. . _. :-· · . 
· . . · t'o. · tlie. District · ·couri. for-. further. i,~oceeciings. · . . -. ~ ·. ,.. -. · . . .. . . . . 

. . - ·. ' • '. ' .. ' . ·. ' ' '· . . . , . . . . 

' A SWl;llD~ns'..~d complainfwere· ~rved·'upo.ti lJqion in ,an acti,;m 'entitled .. Ev~on,. et. al~ .v.· .µ~(on .. 
. ' .· . .'::and· Departm~ni'· of Energy {No/ . C4,. 75-:-6'il, .u·.s: .. Distric(·Collt1 f9,r the· .. :pistrid ~f .: ¥inne~ota ·,-.. 
, .. · _· . F~1i~J{Di,visi.~n) on .:.jcµ1.~aty ;S_;:°·,1-9.1~ .. ;I>laintj~s, :'.m.oividu~l.ly :·and as·· rep~entatiye~ ,. of ::a: ~lass- ·of 

.car ·washes,' seek. .reinstatement'. :9f :aiscounts ·in· eiisteoc·¢. · oii .·M~y. 15; 1-973. ,:arid'. the . return ·ef . discounts 
. . . .: . · .\\dthcka.wn after· ·septe~ber 1~73 .. · .T,ie">Opit~d .. St~te·s· Depart.QJ.ent ·o.f EQ~rgy interver;ied-i~-- M:arch. l-978 

''.' :· .. ···. '. · .. · ' . '"aiid: vi~. re ~gnid _as .:a. plaint.ff( >nf c.o~pla1rt :ill: _irit~rv~ntion aileges. thit·:ti1iion inip'rop¢rly:. elimi~ated: 
> . . . ·· .- c.ertaiµ discount( tt{customei:s:,ofg~s~Hne and oil duting:the period from.·Augusr t9; 1973 to March '31, 

. · 1978; that Union's base prices were· improperly co~plited; and ·that Union ·overcharged some ·customers. 
The Department: of E;n~rgy ·. re.quested that U.lli~n be required to reca)culate its base prices,. refund 
overcharges, be enjoined fro_ni.-Jurther violations of the Emergency' Peuoleum Allocation Act of 1973, 
pay civil penalties tor each s~p~rat_e· prtcing -~iola~io~ a~ct pay. co.sts of Htigatio~. 

The allegations of' unlawful .Prac'tices in the~e actions }:lave been denied and . the· actions .will · be 
vigorously defe~ded by Union. ~anagenient believes the foregoing actions ·ca·n be successfully defended; 
i.µ yiew of the broad and larg~ly undefined relief sought, however, an·. adverse decision could have a 
significa.nt effect . upon. the scop~ and nature of UniQn' s operations, . 

·- MANAGEMENT OF UNION 

Directors 

The Board of Directors of Union consists-of 14 members· who are elected to hold office until the next 
annual meeting of shareholders. and untH·thei~ successors are duiy · elected and qµalifiecl. The following 
table sets forth certain information with ·respect · to Union's directors, including the .num.ber of . Union 
Common Shares owned beneficially as of June 30, 1978 .. None of. the directors owns any other equity 
securities of Union. As of June 30, 1978, n.o clir~tor or officer of Union owned any shares of Silver 
Bell or Mancos of record or· beneficially. 

Name ·· 

William F. Ballhaus 

Claude S. Brinegar 

Ray A. Burke 

Robert Di Giorgio 

William H. Doheny 

Prentis C. Hale 

. Princlpa) Occupation(a) 

President, Beckman Instruments, Inc. 
Analytical instruments, systems and 
components 

Senior Vice President of the Company 

Senior Vice President of the Company 

Chairman and Chief Executive Officer, 
Di Giorgio Corporation 

. Multi-market company active in 
manufacturing and distributing consumer 
goods and forest products 

Persona) Investments 

. Chairman, Executive Committee, 
Caner Hawley Hale Stores, Inc: 
Retail department stores 

40 

Year First 
llecame 

.Director 

1971 

1968 

19(>6 

1958 

1954 

1956 

Common 
Sbaru 

Beneficially. 
Owned(b) 

500 

2,064 

16,561 

300 

152,556 

372 
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. Name 

-Lewis B. Harder 

Principal Occupation( a) 

Chairm;m of the Board, Molycorp, Inc. 
A wholfy-owned subsidiary 

Year.First 
Bttame 
Director. 

1977 . 

: . FredL. Hartley · Cha~an and President of the Compaf:Iy . . . 1969 : 

. Common 
Shares · 

. 'Benefidally 
Owned(b) 

200 

36,1"79 . 
. _\.-\.:--: ·; ./:_. ,_. :>_-i. :T .. ::C .. He11_d~~~·on:·. _;. · .'. ' · ·.: Vie_e. .Pr.e;ideCl~ ~f th~Company > : ::-·.0::_ ; ··. ·. : .··· ·: .:i · l97<f 

; .. . . ._Dqnal_d P. Jac~bs ·.· i?~_a_n, Graduate' School 0( M~~agem~nt,··. . . ,' .. 1972 . 

. , • .. · ·: . : ... ·.·. 9,S3·o· .. > ·· ·-'._'.-_. ·, ·.- .. · · .. 

T : ' · · · ·· ]'IOrthWestein Uriiversity . . . . . · · . . 

· . · · · · · · · · : William S. -McCorui~r ·. ~ni6,.-yi~~-Presid¢nt_:~f 'the Conip~ny'. 

. ··-~e.·t~r Q'¥all~y-· .. :-. ,: ·:·. Pre.si4en~,. Los.Angei_es·p~gers, In~··.: 
. · · ·.· . .. . . Prdfes#onal baseball'qlub' . · · · . . 

: ·. ; ~· .. ·t. . ' . -.~ •. ' . . . . . . . 

. Fi~~cial ·cqn~u,tatjt to_ the Company 

cii~itmah ot' the ·Board~ Wai't Disney: 
Productions 

Chailes F. Parker·. ·. •' 
• • • :: • : • • • • t • • • • 

.-Donn B. Tatum ::. · •· 

Entertainment an4 recrerµional activities 

(a) The offices.in this column refer to Union .unless. otherwise stated. 

. J97j . . 

.. 1976 ·, ·. ' . \ · ' ', 

', . '• 

' i963' · -.:. 

. i977· 

· · 100 

.. . 
19,355 " 

l,000· . 

. · (b) Reported by Directors as .of" June 30~ 1978, and :includes shares held ll,1 the nail_?:~ of · wiv~, minor 
children ·or relatives as to which beneficial ownership is disclaimed. Does not include shares held by 
the Trustee under the.Employees Profit Sharing Plan.and Employee Stock Ownership Plan, as further 
discussed in Note 2 under "Remuneration" below. 

Remuneration 

·nie following table sets fotth information concerning theremunera_tion paid to.the thre~ highest paid 
officers and all directors who received aggr~gate :direct remuneration in excess of $40,000 in 1977: . . . . . . . 

Name 

Fred L . Hartley . 

CJ.~ude S .- Brinegar 

Ray A. Burke 

Lewis B. Hard~r 

T. C. Henderson 

William $. McConnor 

Charles F. Parker 

Capacity in which 
Remuneration was 

Received 

Chairman and President 

Senior Vice President 

Senior Vice President 

Chairman of the Board, 
Molycorp,. Inc. 

Vice President 

Senior Vice P_resident 

Senior Vice President 

Directors ·and Corpor~te Officers. as a group, 
29 in number, including those l~sted above · 

Agpegate 
Direct 

Rem~ration 

$ 328,333 

16.7,33'3 

167,3j3 

70,995(3) 

87,833 

145,333 

170,333 

2,162,~35 

Company 
. Contrib11t,ions 

Under 
lnceative Employees 

Compensation Profit 
Cash Sharin . g 

Awards Plan and 
for 1977(1) ESOP(2) 

$107,5.00 $13,232 

57,000 7,369 

.42,500 7,369 · 

~2,500 4,548 

42,500 6,561 

50,000 7A78 

(1) In addition to· the cash awards shown above which were paid in 1978, but · applicable to 1977 
. operations, cash awards were made in the amount of $221,550 to eleven other present officers 
and $1,949,510 to other key employees. 
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. · ... Under the revised lncenti:ve .' co~pep.sation Plan (the ·"Plan") approved by the ~hareholders . in 
.· ···. : · 1968, annual awar~. may bf .granted to a limited number of executives anci. key empl~yees ~t th~ 

. . · . _. _,.discretion of the_.Compensatj(j~1: C9inmiue~ of .. the. ~ard _of Dii~tors, .whi<;b i~:-.c_oi:nprised .en~ely 
. :·_ . ·.:. . :· ,: . ·=· . ·._.of ·:noti-employ~e·:_.d.irectors·i,_;\ A.:w.~rjl~.' made\ im th~( current year;-. -~re applicable ·io·-.. ~e·:pri~r ye_~'s . . . .. . 

. / :.:,: '. :· ... >_. '..: ·,:_:_\.:: :·-.. ·:: '_: ·.\opefatioits an:d- tµaf be_.in --t,~~:tonµ __ cf cash ~d, defe,;r~_d. ~gmpensation_~ · .. The -d~fe~~d co~peQsatie~-·. . . .. ,' ::·. '. _:- : ·, 
. · , .. .. ·. · .. . . · · -~ .rt~on·: of. the Pla~· provi;de~; ~ot payme~t· o·yer·· yarious·intervals and may : ext~nd up_· ~9. t~n _years · · -

;.' . . . ' :. : . . . . . fo~l~witig ritireh,;~i:k ·.·."J;'he'· rigl,tt:.·to . p~yment of -def~ri'ed ... a~ds-will .be.' forfeited in the event' of 
: -: · , .:: . ·volun~ary :.-,resigii'a~oh,: ~arly{re"ti.renienr ~r. d1_s~h:ar'ge: for 4u~e. -::.. , . /· .... ·. · '. · :: · · · : · .. · · · 

• -' • I 

. . ' ' ··~ :: ·.-- ... 
_:_.__!,, , • 

· .. : .. ·. : ·. ; pefe;red .iw~~:· -~ppli~a~le) ~>i9.77 ·(~ade-- i~ ·. !97t6 -~d . the ,total .. def~rred_. -~oun.~ accrued. 
· .. ,:_ .:··.;b·~t ··unpaia..·.are;. ,r<ip~~ively: -.:s.201,254 :'~rid ·s·102;670:· to .-Mr .. -~a·rtt~y;'· $45;~-.~ct ·.-$45,600·. t~> ._. . 

. . . ' ... . . . . . , , . . . . . ,, . . . . ~ . ... ' ', ' - . . . . . ' . . ' . . . ·. . ' . . . . _. .. . . . ' . ' 

.:·.: -·¥t: ;tJi;inegar~'J ;T7;·~~;8'. _a:n.d .;~~.60.;~J<;>.· t.o .. Mr:)3:Qt}ce; , .$~Z;91.7. -~11ct:· ·$1_$_3_,"~ll .. to.:M1\ Hen~ersQ~~ · . · ;_ 
: .: · .. :s_11;898·.a.rici ·'.$2l6~92f tQ ·.Mr;:<McCo·nriot;: $86;7.15 and_:·$27Z,lP8 t9 Mt .. :·;Parker~·-and. $135,46Z' ·. . · !· 

. :, . 
' .;, 

. . . . ' · . : ··.: . . . .. . . . , :·~--. . ... . . . . . . . . - .. . . . . . . . .... .. . . . . I 
· ·. : :: . (Uld:. $320;6,23-·:to .. ~leven otqer'ptesent ". officers, and $1,00·9,129· and $2,910;696 .-to other key-··.·:· . · .' . 

· .. : .. -:". e,~ployeeS:, · . .-~ .. . · ·... .. .. · · -~,·· · · · · · · · .. · · · · · · · 

. . 

.(2) Company.contnl>µtions,und.~r .:the.Employees Profit Sharing Plan anc;l'the Employee Stock Owner- ··. 
ship Plan ('~~SOP") are allocated ~o all .employees who became members of these plans on the 
basis' of the . members' rates · of.-pay . (a . member's : pay. in ex~ess. of $100~000 is not. considered 111 
ma1dng allocations ·under ESOP). Officers parti~ipate as members .of th~e plans on the .same 
.basis as other employees. 1it· .j 977, Company cont.r:ibutioris. totaled $11~094,769··under these plans, . 
of which $.91,763 was alloc~t_ed ··to Company officers. · 

(3) .Remuneration· for the period· July 29-December 31, 1977, including a bonus relat~g ... to the 
-entire · year. ... , ...... 

. Retirement Plan 
•, . ' 

. ·The Comp3!1y has a noncontributory ·Retirement Plan coverjng substantially. all employees which 
p~ovides participan~ with retirenie!)t b.enefits based on a · formula relating such ben~fits ·to.- salary and . 
years of service. These benefits are subject -to limitation under certain provisions of the Employee 
Retirement Incom~ Security Act of 1974. Where that occurs, the Company has a retirement supplement 
desjgned-. to. maintain total retirem~.IJ.t b~nefits at the Retirement r1an formula level. Maximum annual 

. benefits · (including Social Security) ·payable at age 65 to p~cipants in the.plans, lncluding all persons 
named in the _foregoing remuneration table except for Mr. ·Harder*, are illustrated in the following table: 

.-· Aanua.1 A -.erage -~~ · Estimated Maximum Annual 
Retirement Benefits . 3 ·~olisecutive Highest · 

Paid Years Out of Last Servke Years: 
16 Years Preceding ' 

Retirement :25 30 35 40 

$ 15,000 $ ~.300 $ 10,100 $ 11,000 $ 12,200 
25,000 13,300 14,900 16,600 18,600 
50,000 23,300 27,000 31,300 J.5,800 

150,000 66,300 79,600 92,900 106,400 
250,000 109,900 132,200 154,600 177,000 
·350,000. 153~600 184,800. 216,200 247,600 

* Mr. Harder is a participant in ·the separate retirement plan maintained by Molycorp. Mr. Harder's 
. e~timated maximum annual retirement benefit is $33,000 assuming that the highest· average of the 
aggr~gate c~mpensation in any three consecutive years. during th~ last ten years of employment will 
. constitute the basis.for determining Mr. Hardef s retirement. be~efit. 
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Inions:mtio • .. co~~niing ·o,dons· 
0

0D COIIUDOD Shares 
. Under the Stock .. Option °i,I~rit .·of' 1975; .'any· o~tio~ granted und~r a shareholder approved stock 

·· . option plan· may iQc~ude. a stocic .app~~fat_iQn right either at . tbe time of .~ant or by" amendment. Such_· 
· rig}) t is exercisable only . to the . .. ex~erit' the. option · is _exercisable and·-. only. with · the consent of . the. · 

. . . C~~peJ;tSatipn Commit~ee· . . Such/ tjgllt'._p~mhs ~ _optionee to su.rr:en~e.i:: an __ unexe~ised optim_t with . . 
: . ·. . . . : ..... . r~~t- -~o any -~~~-r-~ of_unp~!f ~~ ~ : .. sb~~s . ~d, t~ . . r~eive ~ . ~xc};lang~r a l(?S~er·. n~b~r 0~ s~~~-- · . _. . :: . . .. 

'·.: : . : . : -: · .': .) / .· .. h~ym,g-~ . -~g~eg~t~ , v.~~~~-. eq~~l. -~-ci.-~h~\-~iff_~~~~f.e·:_·:~e~~O.. the ·_._opt_io~ .. ~ri~ ·:P.~. s~~~---~p~~3:5.e<f. ~h~~:. i: ... , :< /. : __ :_ · ·,-.· _. · .. f .. , 
.. and}h~ m~~~t: v~~t? ;':>r s~c~. ~p~~h_as_~~:-sh31:~s ?·n_. t_~e da~e :_the ~Pt~9.~ is. ~-u~~_nd_ered.- 1':1e:;Co~~any .' ·. · ... _· :·:· , .. : · 

may _:settle its obbg~t.1.011.-. ansmg. 911t-·of' Qie ,exerc~ o( ~ - appr~t.atl<;>J'.1. nght Jn c~h,. sh~~,: or.:1n -.a . · .. .. ·. .- . 1: . 
.. ·. · . . 

.. ... 

1-

·:· =·· .. . ·. 

.:. ;·· ·. ,• . 
".'· .:·.,'"·, .:..:-:-:, ·.' 

c.o~~~-~tion ~(cas~_:·.~ ~;,:s_¥,res(~~.:._:.-.: .. ,._·. _·. ·. _· :_·_.-·~·_ ...... .. --: .. ·-::<·. :'·; . . i: ·. · , .. ·.: _ _. . . ·_· .. _.· .. .. ··:. _.;·.·. - j. · 
. ·· . · . fQllo~ing. is ~:-"~p~tiQn .. o(.4ata'/~ncemirig 9-ptions on.-·Gommon .$h~res--and ~ppreciatio~ . rigb~: ·. ·.:. ·. · .· ; .- . 
fQr ·.c.ertai~·:dir¢,ctdrf~cfoql~ersf.i!idiyidµa11y·_ a~d-·,fdr ::a11·pres~Iit"coipo~t~ Q~~rs::·· .. >.-.. ,'.' ·. _: . . - ._: .· .. :· .· .·, 
·-·.·.· .-. ·: . · .... :._ .:·: ... ·.:·/\.·:· :_\ . . . . ·· .. . -·:.·.,.. . .. _:.--.. . ·. ·A1i-~e:;~t': · :· ... . ·· 

·.· · · . .. : .. . _; \-:'_ :._. .. ' . : . .. ···, .. . ·' · . · . Corporate· 
.. . ,. ,:_· ..... · ··· .. . . . . . · Ofli'cers · · 

·• =: ·. , • i~c1ii&, . 
. Fred r.:~: .. Clawle s. lhy ,A. . T. C: .· WIJQam s. Chilies F.. .Those . 

Hartley_. · Jrip_egar Barke Henderson · .McCoonor · P~er Named 

Common Shares · 
. ·. Granted since 

.1an.·1, 1971 
. · Number or shares.·-~~-· · . 

. Exercised since 
,!an. 1, ·1977 

Number of shares ...... · 
Aggregate option 

value of shares 
exetc~ed ............... :. 

Aggregate market ·. 
vaJue of shares 
on dates exefcised.:.- . 

Exercise of. 
appreciation righfs 
since Jan. 1, 1977 

. None· 

None· 

Numb.er of shares .... ~. · None . 
Aggregate option 

value.of rights . 
exerc1secL .............. , . 

· Aggregate market 
value· of shares 
ori dates rights 
exercised ................ . 

Number of shares 
issued in partial · 
settlement of 
appreciat ion 
rights .... -............... ---

Unexercised at 
Jone 30, 1978 

None. None · None · ···· None · 

· None None None None· 

:None None No~e None 

Number of shares...... 25,300 2,_500 ll,408 ·. 3,998' 8,818 
Av.erage per share 

option price(!)....... $30.97 $35.~8 $.30.81 $31.08 $30~98 

( 1) Represents market value on . dates granted. 

43 . · 

NoJJ_e 1,380 

1,440 , 2,640 

$ 45,720 $· 82,695 

$ 68,940 . $130,785 . 

4,410 . 6,610 . 

$135,~83 $203,672 

$240,069 $359,938 

956 - 1,429 

None 67,()92 

$31-.~3 

... ----···1 
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. Performance Share Plan c>f 1975 . . . 
. 

., 
Under-the shareholder approvecl Performance Share. Plan of 1975, officers and key employees may . 

be awarded . in the aggregate .:a maximum of :: 130,000 Performance Share Units ("Units.,), each · 
.equivcµent to on~ sh;are of th~ Company's Co~on Stock, quring th·e ten:ye,ru;- period -. comm~nc:;ing_ .-·:: .:· ... _.":. ··._ ·.· · 

· Janum . l,· 1975_.: .:. ; · _. . · .... ·.·· . . _.': /_.·. ·. ·. _' ; -.. -: ... .-.. · . : .. . · .. <·.: :.- ,• ·:. :· .·.· .. · ...... ,-.. ' : .. '.,: .. ·,-: . ·. · ... _ · .. · .-.. ·. : .; ... ... _.: .. : ... < ....... : .. ·-:.': . 
· . : . :'_.A total of 2Q,020 Um.ts ·h.av'e ~ee~. award~d for the ~st four-:-year aw~rd period ending Dece~ber ·. · : ·, . .. ·, · . . . 
·3_1,. 1978, anci 21,34() Units havi .. beef!. aw.~ .¢ .for the second .four-year.:aw~d peri~d ~nding· D~cemb~r . . .. ·.·· . : . 
··31; . i980 . . Awards· to. ·certain. pr~sent dil'.ecto_rs : and .officers; including .those ·named . in the .table 9n· · ·. · . . 

. p,~g¢.·, 4(), .}or the ·first ·~d s~o:n,d·:~war4' p.efiQds·- ar~; .· respe~tively: ·: 4,2SO :Units. a1_1d -3,35~f-U~i.~ -to . . : ... 
· '~ /.H.fil.'tley,: L6()(): tJ~its.::and:'.·t;fio:(Jruts t.cf Mr: '.B.ri~egar, 1~600 Vnits · and ::I ,120' Units to,Mr.: B~ke, 
670 V.µits and S~X):'.Uriits to Mr::He~·~ersQn~ .1.;380. Units· and 980 Units lo Mr. McCotirior, 1~640.Un_its : 
. and ·o ·u~is to. Mt. __ ·P~rk~r: i-6,84'6 ·Oni:ts":and 1.1 ;il<t Units. i.xer.e awarded 'during the two a~ard period~ 
·to· ,all_.pres'ent directors and offi}e:.:{ ·: Mr.' Hard,er:is ' not a ·participant in ili,is : Plan:' . .. ' ' ' . . ' ' " 

. . ··. . . ,.. . . . . 

The perc~ntage of awar~· earned and payable for each award peri~d ~ continge!nt upon the 
Company achieving-a ~pecified :average·retum on shareholders' equity during the period. Such payments 
m~y not. exceed· by more than 2.00 perce9-t the fair valu~ of Units ($36.53 each for the first award: 
petjod and $5 6.35 each for "the second award period) at time of grant. · 

'Interests in Certain Transactions 
During 1977. and-the first half of 1-97~, the .Goinpany purchased instruments and eq~pinent in: the 

ordinary course :of business from_Beckman Instruments, Inc. at . competitive market prices .. Such 
purchases amounted to $206)000 in the aggregate and it is expected there may be similar transactions 
iri the future. · 

In January, 1978, Beckman Ins_truments, Inc. acquired real. property located in Brea; California 
for its fair market value of $1,544,128 from a wpolly-owned subsidiary of the Company. A contract 
for the· sale of additiopal real property located in Brea was executed by Union)s wbolly-ow~ed subsidiji_ry. 
and Beckman Instruments, Incl in late August 1978 at a fair market. value of $2,256,202. The sales 
prices of said real property were based upon independent appraisals. Union believes that similar prices 
could have been obtained trom .no~affiliates. Dr. Ballhaus, a Director of the Company, is President of 
Beckman Instruments, Inc. 

. The Company sold wax in the ordinary co:urse of business to a subsidiary of Di Giorgio Corpora-
tion. at competitive market pritjes. Such sales amounted to $718~000 in the aggregate during 1977 
and the first half of 1978 and rt is expected th.ere may be similar transactions in the future. The terms 

. of the sales were similar to those that could have been obtained from a non affiliate. Mr. Di Giorgio, a 
·Director of the Company, is Chairman and Chief Executive Officer of Di Giorgio Corporation. 

I ' , 

Molycorp, Inc. and International Mining .Corporation have maintained a joint minerals explora-
tion program for two projects pursuant to an agreement entered into in July 1969. Each party was 
com~itted to make contributions based upon an annuai budget and had a 50% interes_~ in the program, 
which was managed by Molycorp. During 1977, Molycorp received reimbursement of $156,000 from 
International Mining for its share of expenses. The joint program was terminated in April, 1978 by 
Molycorp's withdrawing an undivjded interest in ·one project and by purchasing. for · $200,000 all of. 
International Mining's interest in the other project. 

During 19.77, Mo)ycorp, Inc. placed most of its insuran.ce through a wholly-owned subsidiary 
of Canton Company, which is a wholly-owned subsidiary of International Mining Corporation, and 
paid $1,329,000 in premiums during 1977 and ~Ile first half of 1978 on· which the subsidiary received 

. commissions at regularly established rates. -It i's expected there will be minimal transactions in the . 
future. Mr. Harder, a Director of ~e Company, is Chairman and Chief Exe~utive Officer of International 
Mining Corporation and Chairinari of Canton .Company. 
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. . . . 
-· The Co_inpany engage~ in_ t~ansactions with the ~os Angeles Dodgers, Inc., in · the ordinary course 

of business, totaling $1,0ZO.;ooo dunng 1977 .ancLthe first ~alf of 1978. Such transactions included . · 
advertising space rental; broadcast rights and ticket . purchases. It is expected there. may be similar 

· transactions in .the future. ~r •. O'Malley, a dire~tor. of the Company, is President ~f the Los Angeles 
· · Dodg~rs, Inc. · · · . = · · · · · • · ·. 

. . . ', . The Accounting and Aud,iting, Commit~e~. of . th_e . Board of. DirectC?r~ . ~s .· presently -cq~posed of . . : . . . . . 
. - . · .. . . : . three noit-eniployee · ~rectoi,s .-. .Donald_ P . ·.J~cobs·,. _Pe~er·. O'Mal,ey~ an4 Donn .;I3._. T?~µm. . The firm .. . · ... · .. ::· _· .· ·. _ .. 
·. -: ·· _:: ,.-.·. _:-_. , · .. ·,. of ~oopers &:_·.Lyl?ra~id was· ~~g~ge~f:a~ _independent certi~ed ··accqunt~ts for· l 97s.·· _·'. .. . ·:· · · · ·. -_: .· -· . . . · .. ··. · .' ·. -·· 

. . : ,· : . : •' . . · . ·.": .• ::,:. . . ' . . ·. .. . . . ' 

. . - . .-.·::.. . ·~e~efi~ial- Ow.ne~~p -oJ . Voti,~~:~ Se.c~ties. . .:· . . . . '. . . . . 
·. :- . ·. ··. _·" .. _·. · . . .. · ... -: Fo,lowing is'_;the ilam~_-,·~i--_the

0 

be~eficial .owrier of .more than 'five pe:rcent ~f Union's·_. ·c~mmon . 

. ._. . · ·. ·· . S.t.ock, J?ar ·yaiu~:;$~-~ -pe~-sllare, . the·· onJy· ·class. :_Qf v9ting securities:-91,1tstaI)~!lg · as· .9f .Jun~ . 30,-1_978: .. 
' : ~ < ' ' • • • * ' • • • ,:, I , • • , • .; • ~ , ·: 1 • .~ ". 1 o • • • '• • ' • • • 1 •""' • 1 • ' • • • • 1 1 ' • 1 ( • o • t 

. ·_. .:. . . . ··. Sec~tj~;--·Pa.cifii.N~fi~tia? ~--~k-. · .. ·2~308,074 Conunon.shaies. :.: --5.3"%, of-thlcJass. 
· ···. : -. . Tru.stee:. for·:lJiµori-?ou ... ~iiipl9ye~~ .· .. · · .. . . . . . . . . . . . . o:utst~n~a~g 

· · . · · ... ·· ·. _Pro~t-·Shatiilg ~Ian:>'. ·. i:."--:··: · :--.. · . .._ . . · '·: . . 

.. . P.O. »ox 2498,'-Tenninal Annex . 
,Los A;~geles, Ca. Q0_0.51·· · · 

. • ' . . 
The number of Common. shares held by Dire,ctors and corporate officers as a group, as-of Junie 30,· 

1978, is 249,278, .which constitµtes. 0.6% of _the cl~s outstandi1:_g. . . 

. The Trustee for the Union Oil Employees Profit Sharing Pla~ may acquire additional ·shares 9f 
Union Common· Stock with contributions made by Union and. voluntary participants· .jn. the Plan 
pursuant to the terms thereof and-to the terms of the Trust ·Agreement between Union and the Trustee. 
Officers. and Directors of Union (excluding non-employee Directors) may acquire additional shares of 
Union Common Stock upon exercise of stock options and stock appreciation rights, as described herein 
under the heading "Information Con,cenri:ng Options on Common . Shares" and pursuant to the . terms of 

. the Performanci Share Plan · ot 1975, as described herein under that heading. 

· DESCRIPTION · OF COMMON SHARES · OF UNION 

As of the date of this Proxy Statement, Union has outstanding only Common Shares wjth a par 
value of $81/2 per share. . . . .·. . 

A brief summary of the effect of the provisions contained in Union's Articles of Incorporation, 
as amended, that co1,1cern the. rights of holders of the· Common Shares . and _ of provisions contained . in 
agreements con~eming _certain of. Un.ion'.s long-term de~t which relate to such rights follows: 

Dividend Rights: Dividends . may, subject to compliance with the limitations . referred to below, 
be declared . and paid on outstanding Common Shares out. of any asse~ at the time legally available 
therefor. 

Terms of one of Union's debt agreements place restrictions upon the payment of cash dividends 
or distribution of assets on any capital shares and the purchase, acquisition or redemption of outstanding 
capital shares. In addition, they . require the main_tenance of minimum levels of working capital_ and . 
debt/equity ratios. The·-most restrictive of these relate to working capitai,- which· is to be ~aintained · at no less than $40~000,000. ·.. . . . . . 

Voting Rights: Under California law, each holder of Common Shares has cumulative voting 
rights with r_espect to · the election of directors. 

45. 

- . .. . . . 

. - . ·--·'\ 

· .. . -.. 

. .... · .. . ·. 
. _.-·· -: . ... ... :· · 

CHEV 005245 

. . '·. ~. - . ~ . - ·~ . . -· . - . . - •,:·· ··:·. 
' .. . 

: : . 

. UNO/SB 2254 . I 
J 

. ·:·.· ... , . . . .. • , ·- .• . . ~ .. . · . ··-:···· : . · .. . 

. . : . . . ·- ·-·------······· __ ....:...,_ ____ _ 

,· . .. . 



,. 
1: 

r_ · 

·-~.-

I
i/: . 

I
.:: 
. 
. 

' 

CHEV 005246 

· · Pre:..emptive Rights:· ·The holders of· Corriinon Shares have no pre-emptive rights to purchase 
··(a) capital stock issued in exchange for or in payment for property, (b) bonds, deberitures or evidences 
of indebtedness convertible. into or having optional rights to purcha.se capital stock or the capital stock 
issuable· upon. ~xercise of ·such conversion or optional rights, and (c) C¢mmon '.Shares which may be. 
sold to certain employees (including · officers) · chosen by the Board of Directors, or · issued ·purs1,1ant . 
·to the exercise of · options granted . to such employ~es, but not to exceed · in the aggregate · 11146,899 
·com.man Shares, such maxim.um amount being · subject to further adjustment in the same mann~r as 
Union's outstanding Common· Shares in the event of any share dividends or in . the event the Common 
Shares of Unfoo shall be cha,nged into, or exchanged foir, a different nhmber or issue of shares of stock 
or other securities. 

' . . . . 

Liquidation Rights.: Upon dissolution of Union, after it has b~~n determined that all of the claims 
and ob1igations of the · corporation have been paid or adequately provided for, . the assets wilJ be dis~ 
tributed · to· the holders of Common Stock. ·There are no existing preferential rights to share in such 

· assets upon dis~olution -of the corpor:ation. 

i.J1her Mat_ter~:· The -Common Shares are riot convertible and are not subject to 'redemption. 

Ali outst~nding Common Shares have ·been ·issued .as fully-paid share~ ·and the Articles of lncor:-
poratjon do not authorize the levy of assessments upon such shares. · 

. ·.·· .. -.. ... ' • .··, . . · . . 
. - .·. ···· · .. 
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BUSINESS AND PROPERTIES OF SILVER BELL 

In General: 

Silver 1_3ell was organized under Colorado law in 1969 for the purpose of acquiring all of the -
assets· and liabilities of Silver _Bell Mines Co., its predecessor. Silver Bell ·Miries Co. had been organized · 
in 1944 and many of its records have ·beep lost or misplaced. 

Since its .inception, ·silver Bell has been engaged in the acquisition of interests in and tci mineral 
properties and in exploration efforts thereon directly or through partners, lessees, purchasers, and 
optionees for many types of minerals·. 

Silver Bell does not engage ·in mining exploration or development activities on any of its properties 
at the present time. Most of its properties are either under lease, option,. or joint venture witlt other 
parties engaged jn vari_ous. exploration efforts. 

Silver Bell has four employees, its President, ·an office secretary, and two employees doing main.:. 
tenance and assessment work on its properties. Silver Bell maintains offices at 158 Fillmore, Denver, 
Colorado 80206, and its telephone number is ( 303) 33_3-4211. · · 

For the re_asons set forth under THE SIL VER BELL ACQUISITION - Board· of Directors 
Recommendation, Silver Bell has agreed to -sell substantially all of its assets to Minerals. Silver Bell 
considers Silver Bell's 35_% .interest in the Sweetwater Project to be. its primary asset. Uniori and 
Minerals have ~greed to acquire substantially all of Silver Bell's assets in · order to acquire Silver Bell's 
35% interest in -the Sweetwater Project described below. 

The Sweetwater Project: 

In General: 

·Silver Bell owns a'35% undivided interest and Minerals owns the remaining 65% undivided interest 
in a joint venture formed to explore for and develop uranium deposits which may be found on unpatented 
lode minin·g claims and state leases located in Sweetwater, ·Fremont -and Natrona Counties, Wyoming. 
Sufficient deposits o-f uranium have been discovered beneath a portion of the joint venture properties in 
Sweetwater County to j~tify opening .a surface pit and constructing a mill. The project is referred to 
as the Sweetwater Project or Sweetwater Mine and Mill. 

Mineralization occurs in a number of deposits located within an area of approximately 20,000 
feet in length and 3,000 feet in width. The deptf!_ to the deposits varies, but generally increases from 
a few feet at the southern end of the deposits to over 400- f~et at ·the n'brthem end. The uranium ore 
minerals, princ~pally uranite and some coffinite, ·occur ... ~s pore fillings and · grain coating in fine-to-coarse 
grained sandstones of the upper portion of the Sattl~ Springs ·Formation. .. . 

Minerals currently estimates that proved . recoverable reserves of approximately fourteen million 
pounds of uranium ·oxide· (030 8), using a _milli~g extraction efficiency factor of 91.7%, are located 
on ttie Sweetwater Project site . . Silver .Bell's undivided 35% interest equals approximately 5.0 million 
pounds. The ore is estimated to have .an average grad~ ·of 0.048 per~ent U30 8. ·_Such · estimates .are· . 
based upon about 2,700 test · holes that have been logged by radio.metric probing, of which approximately· 
. four 'percent were :cored and analyzed by . ch_emical methods. . 

Present plans call for the ore to be. n;covered by sequential excavation and filling of a series· of 
open -pits. If the o.re contains more. than approximately 0,029 percent uranium oxide, it will be. hauled 
for processing·lo the mill to be constructed ~ast'of the ore body. ; Material with a grade between 0.029 
and 0.0 l percent l:lranium oxide will be. hauled· to a pad where it will be leached with acidified mine 

· ~iscq~rge_. .w-~.t~r \ · ~~~e~~ _cq~ta,ining._ !~~s. J~.a~ :·.o_.9 ~ _.pe~c~n~ .- ~r~i~m ox:ic;i~ ~HI. b~ . 9ep~iJ_e~ Jn. ·~-.---.Yaste; 
. ·dump" or used . foe. b~ck.::filUng mio·ed~out areas. Based ·upon present plans~ it is . anticipated that tbe 

estimated proved· -reserves would be recovered over a perioc:f of · 15· yea'rs. 
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Assess.men! of Economic .Yiability: . 

'; ... 

. . 
.,• 

~ . . . . 

Numerous studies of the Sweetwater . Project · ~oncernirig res~rve determinations · and ~jniog, 
milling and reclamation plans have been made by Minerals and by consulting firms. Minerals has 
assessed the results of these stud_ies and based upon current uranium prices and estimated expenses, ()as 
concluded that commercial pr·oduction of uranium will be economically feasible and profitable: However, 
such conclusion is contingent 9n ·a -nuinber of uncertainties, including the issuance of required permits 
in a timely mann.er, the future price of uranium, ·capital requirements and . operating costs. 

. The current price of uranium as reported by Nuclear Exch~nge Corporation as of-September 30, 1978. 
was $43.25 per pound. If the entire .estimated proved recoverable reserve of the Sweetwater Project 
(14,000,000 pounds) could be sold at such price, the gross value of such r:eserves would be $605,500,000 

· and the gross value of Silver Bell's interest in such reserves would be approximately $2ll ,925,000. 
Net profits would, of cour~e. be reduced_by the costs of recovery, capital, milling and taxes. There ·.is 
no assurance that the price qf-uranium will r~main at current level~ or, since no commitment has been 
made for the .sale· of Silver Bell's share of ·aqy uranium produced from the Sweetwater Project, that 
Silver Bell's share of any productioi:i could be sold at that price. 

If the price of urani~m inc~eases_ substantially above the current price ·or if substantial additional 
reserves of uranium prove to be recoverable through the. in situ leaching proc~ss · described below1 

·Silver Bell's interest in .the Sweetwater Project would tend to increase in value. Conversely, a decline 
in uranium .prices, material dela.ys in· the pennitting process and in the production $C~edule Or tax or 
cost increases w_ould tend to decr~ase the value of Silver Bell's ime~est. For example, Minerals' assess­
ment of the economic viability of the Sweetwater Project was made before the federal Nuclear .Regulatory 
Commission ( "NRC") required that tailing produced by mining operations be buried. While detailed 
pla'ns for burial are not yet complete, such a requirement will unpose substantial additional costs for 
tailing disposal. Recent delays ia obtaining a ·Pe~it to Mine indicate that commercial production 
~ould start no earlier than early 1980. See "Environmental Matters". · · · 

Minerals has advanced all funds expended for development of the Swe~twater Project to date. 
If the Silver Bell Acquisition is not completed, Minerals anticipates that funds will continue to be 
advanced. Minerals w~ll recover such advances, plus 10% interest on the ~npa°id balance of such 
advances, from 90% of Silver Bell's 35% share of production only if production commences. See '"The 
Operating Agreement". Based upon cu~rent estimate·s made by ~inerals, Minerals may not obtain 
full repayment of advances before late 1984, assuming·tbat commercial productioo commences in 1980_. 

Environmental Matters: 
. . 

Prior ·to commencement of opera~ions at the Sweetwater Mine and Mill, Minerals must obtain a 
:Permit to Mine from the .Wyoming Department of Environmental Quality ( .. DEQ"). to assl.lre that 
.mining operations conform to a .state approved rec_lamat~on .plan in _ accordance with ~he Wy~ming 
~nvironme~tal Quality Act~,.and· a · ~urce ~aterial L~e~nse from the. NRC .to possess,·. use, transfer and · 
¢leliver source material for urani~m 'milling or. other activity which w..m si~ificantly affec~ the . qua,ity .of 
the·. environ.ment. The other ·.~ajor "p~rmits required ·tor the· Sweet~ater Project ·'bav~ . b~n. issued. · 
Regular review, monit9ring and in.spections will be requir(?9: for operations under both the Permit to·· 

·. Mine and the S_ource Material Licens~. ·. The DEQ will ·requi~e ~ reclamation perfor¢a~ce bond .of. 
over $10,000,000 .on·· the· Sweetwa t~r Project for the first 'year .of operation.-. On· May' 1, 1978~. a . year 

. and a hal( after · Minerals' initial filing of the. Application ·for · a Permit to Mine with. th·e DEQ, the .. 

··. · ., .. :· 

,. 

, .... , .. .. : .. . · ... . · ·, · ... =_:\Vyomj9g._Oµtdoor Coµn_cH, .a._ privat~·&r.o.up, .obj~~t~d to .the..is_sµance: of· the Permit to·Mine for allege~ . . 
. failure to . complete ... the .· Applicatio'n . and to 'compi{\,ii'th·:-,ifie Wyoming 'Envi~ori'ril~ntal Quality) Aci: ··:· :.:, .· ·= ·:. • .. ··:·, '•,,: : 

_Wyoming law re.quires an evidentiary hearing before t.he Wyoming Environmental Quality Council . 
r·~QC") for a~l con tested applications. On May 10, 1978 ( after· the hearing process had commenced) 
the NRC :ordered a change in the method of tailing dispos~l ; all di~posal pits were required to be below 
ground. On July 12, 1978 the EQC reviewed the disposal plan and ruled that the modification was a 
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. "significant change" . . Th\: EQC dismissed Minerals' . Application. : .Minerals has · submitte'd the tailing 
disl.'osal mo~Hfication to. DEQ'. As soon as the modification is reviewed, the entire ~pplication will ·be 
republished and reviewed in an evidenti.ary hearing. Minerajs and Silver Bell anticipate that the hearing 
will be held in late October, 1978. Minerals and Silver Bell are also considering a concurrent appeal' 
qf the EQC decision to the courts. If Minerals and. Silver Bell do . not obtain a Pe.rmit to Mine· from 
the DEQ, the denial will 'be appealed. Th~ Sweetwater Proj~ct will be te~inated if all appeals fail. 
Silver Bell will .not be obligated to repay outstanding advances of approximately $12,000,000 to Minerals 
if the Project is terminated. 

Application to .the NRC w~s made for ·a· Source Material License -in 1976 and a Draft Environ- ·. 
rrien·tal . Statement ( NUREG-0403) was issued by" the NRC in December 1977. On -May 10, 1978, . 
Mirier.als agreed to ultimately bury all tailing and heap leach .residues in pits below ground level to 

. satisfy NRC requirements for long-term stabilization of tailing. Minerals has been informed by the NRC 
that the NRC is satisfied with its Application for a Source Material -License. The NRC has indicated 
that it will either issue· the License s,ubject to state issuance of the Permit to Mine or will furnish 
Minerals with a letter stating that the License will be issued as soon as the state issues the Permit 

- to Mine. 

Other J~int Venture Properties: 

The joint venture properties in s ·weetwat~r County ha~e not ·been completely explored; Current-
·exploration drilling indicates substantial additional miperalization exists throughout the area, but the 
degree to which any of these mineralized areas will contain commercially niineable deposits cannot 
. be determined at this time . 

.In Sit\1 Leaching Potential: 

In the summer of 1975, Minerals and Silver Bell initiated tests of. a· process for. leaching uranium 
from the. joint venture properties in Sweetwater County by injecting chemical solutions into holes drilled 
into the formation. The -injected fluids flow back from other holes and dissolved uranium is ·subse­
quently recovered in ion . exchange columns. Extensive piugging of the formation;. probably from 
·products of corrosion and/or swelling o_f clays, terminated the il:!.ijial "in situ leaching" test -with recovery 
oE less than 500 pounds of UsO s in the form ·of a precipitated slurry; New tests were started in August 
·.1976, injecting chemical solutions into two patterns of four holes each spaced 50 feet apart with a single 
producing hole in the center of each pattern. Three additional ·holes on · 50-foot .centers were completed 
on one pattern in June 1977. The combined production·~om b,~th patterns· flu~tuated from five to 28 
pounds per d~y from August 1976 through March 1978, during which time some of the injection holes 
were changed · to .production, and several combinations · of o~dants and · leaching fluids were tested. 

· ~umul~~ive production through March.1.978 was less th~n 8,00() pounds of Ua9 s· 
. . . 

On March 28, 1.978? all holes were ·put on production· in an attempt to demonstrate that au· of the 
injected chemicals ·could be .recovered from the formation fluids to · meet -regulatory agencies' require.;. 

· ments for· restoration of the quality of ·the ground water. By May 1978,. although the concentration of 
injected cheiriicals_.appeared to· be substantially redU:®, ti.rani~. pr~duction _continued' t~ .be . approxi• . 
mately 'ten poun.,ds_ ~t-U~O~ ·-t,er da:y . . Th~ ·demonstrated -~bility _to recover ·ch_emicals "injected-into the .. 
formations . aµd ' to restore .. ground water quality is-required . before per_mits 'to conduct more extensive 
in situ' lea~hing tests_ wiil be is_su.ed°.· ' . . . . . . 

·. i · .M1ne·ra1~· de~~ the test re_s~ts to be sufficiently tavorabt~-to propose a ·1arg~...- ~est whi.ch is desJgoed 
_· =- ·_to· determine if in ·:situ -U~anium leaching _iii comriiercially feasible for uranium 'cie1>9sits that are not suitable . 

.-for open.:.pit opepttioas: Th~re are··· numerou,s ·<;>ccurrences, ·of : such·. 1,1ranium d~posits on ·, the Project 
. . . prope~\y that, _i~ t_he . opinion of Miµ.e_rals and Silv~t Bell, m~y yi~ld_ s ign_ificant .~ommercial ."v~ues . if · in 

: : \·· ·: : ·:--: situ' leaching :·proves· ·siic~tssful_ . . The·-.ince_rfainty of tec_hriicai. feasib.ility, ·.patticiiladf the abiHty · t_o restore·· .. . 
·. : : . ground _.waters ~r,.d the· ecorioniiq of a · comniercial-scale plant, preclude estimates ·of . the value -of in situ 

-leaching potential with any degree· of precisioa. · 
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The Operating Agreement: 
·. Minerals and Silver Bell (as successor· in interest to certain ot~er corporations) are parties to an 

Operating Agreement dated May 9, 1969 (t,he uoperating Agreement"), rela~ing to the exploration for, 
and development and production of, . uranium and other ores from certain mining claims and leases 
located in Sweetwater, Fremont . and Natrona Counties, Wyoming (the "Lands"). The · Sweetwater 
Project is subject to the Operating Agreement. Certain provisions of the Operating Agreement are 
summarized .below. 

. . 

. Pursuant to the Operating Agreement, Silver Bell's share of the costs of construction of mining and 
milling facilities and any burdens and taxes accruing on the ores produced from the property have been 
advanced by Minerals and are expected to be recouped from 90% of Silver Bell's share of production 
from. the Lands or the proceeds therefrom in the event that the Acquisition is not completed. Interest 
accrues on uripaid advances at th'e rate of 10% per annum. The amoU{lt of such advances, plus interest, 
presently outstanding is approximately $12 million. If the Silver Bell Acquisition is completed, Minerals 
will acquire the assets subject to the outstanding advances. Silver Bell is not obligated to repay advances 
if production does not cqmmence. 

As ·Operator under the Operating Agreement, Minerals exercises · exclusive contr~l and supervision 
.of the real and personal property wflich is subject to the Operating Agreement~ Silver Bell has certain 
approval rights relating to work programs and annual budg~ts proposed by Minerals. 

A majority of the members of a Technical Committee comprised of three representatives of Minerals 
and two · representatives of ·silver Bell has the right to approve exploration and development plans and 
certain ·other matters rela.ting to the joint operation of the properties . . 

Silver Bell has the . right of access to the properties, . together with th~ right to inspect all drilling . 
data1 samples~ cores, logs and all · other data pertaining to the properties obtained by Minerals while 
conducting _the Project. -· 

In the event that any party acquires or proposes to acquire· additional lands or mineral rights 
located in lands located within-· five_ m,iles of the Lands (the "Area of Interest") for purposes related to 
exploratjon or mining activities, the non-acquiring .party has the right to participate in the ownership of 
such properties in proportion to its interest in the Project at the time of the .acquisition of said property. 

M inerals recently considered the acquisition of an interest · in certain unpatented uranium mining 
claims adjoining the Lands and within the Area of Interest. Negotiations were suspe11ded pending 
reconsideration· of_ the effect of the Wyoming DEQ's denial of Application for a Permit . _to Mine. See: 
"Environmental Matters". If Silver .Bell is not acquired · by Minerals ~nd purchase negotiations are 
reinstated, Silver Bell will have ~he right to participate in the purchase price and the ownership of, and 

··a,:ay production from, thi_s .property -~ ' accordance with . the terms \'>f the ·Op~rating Agreement and will 
retain its present royalty intei:~st: therein.. . . 

·A party'~ ·en~ii~ :~ndivid~d ·.irtteresi ·in the Lands ~a_y be _assigned;.· provided:that the.other·~arty· has 
a right of first refusal to purch~se· the interest of the withdrawing party. No such preferenti~l right to 

· acquire .additional land~· or miq.~r~l i:igbts ... arises· in . the event of disposition of ~ party's . en~ire .inter~t 
by merger, reorganization, consolidation · or ·sale of all of its· assets. Properties may also ··be with­
drawn from the Project under ·certain conditions, subject to the rights of parties to retain their interes~ . 

.. · .. : i~,t~~ wi~h~r~~-~-.J:>rP~~-'~:. r~t·i~~ ip,ay -Y"'.~~~~raw. from the qpe_~a.t~g Agreeni_ent ~~~. tew~atio_r;i of 
their interest in 'the Lands, . iitcludiiig i~terests in· the Sweetwater Project. .. . . . . . . . . ·. ·. ·. ·. · · · 

The ter~ of the ·operating Agreement ~xtends during the term of any_ rninfog claim or lease· which 
is· subject to the Op~rating Agreement or for as long as minerals can be mined commercially from any 
of .the claims . included under the Operating Agreement, whichever is longer. 
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Other_ • Properties: · 
'· . 

Silver Bell has no kriow_ledge of any commercially ·mineable · deposits <>n any of its properties, 
other than the Sweetwater Project. 

· Following is a brief ·description of -the mineral property i~terests held by Silver BeU as of Jun~· 30, 
· 1978, di'.:,ided into eleven groups in three states. 

·WYOMING: 

· 1. CLAIMS IN MINERALS EXPLORATION COMPANY JOINT VENTURE (SEE "THE 
_SWEETWATER PROJECT" ABOVE). 

1: CLAIMS WHICH ARE THE SUBJECT OF TRANSACTIONS Willi JOHN S. WOLD. 

3. CLAIMS SUBJECT TO A LEASE AGREEMENT WITH UNION CARBIDE CORPO- . 
RATION. 

4. AGREEMENT BY KERR-McGEE CORPORATION TO ACQUIRE CLAIMS. 

5 .. OVERRIDING ROYALTY ACQUIRED FROM DEAN L. ZOBEL. 

COLORADO: 

1. C'LAIMS . SUBJECT-.TO A PURCHASE AND SELL ·AGREEMENT ASSIGNED. TO 
PIONEER . URA VAN, INC. 

2. MINING PEED TO C. W .. BUNKER PLACED IN ESCROW -BY SILVER BELL ON 
. CLAIMS .LOCATED IN MON_TROSE COUNTY, COLORADO. 

3. ·MARSHALL PASS. UNPATENTED MINING CLAiMS, SAGUACHE COUNTY, COLO­
. RADO, DEEDED J'O HOMESTAKE M~J;NG COMPANY . 

. ' 4'. (a) . SAN ·MIGUEL COUNTY, COLORADO, PROPERTIES, AND (b) CLAIMS AND 
.LEASES. WHICH ARE BEING ACQUIRED FROM F. W. BAUMGARTNER. 

5. THE AGREEMENT OF SILVER BELL TO ACQUIRE ALL THE ASSETS OF THE 
MANCOS' CORPORATION IN EXCHANGE FOR srocK OF S[LVER BELL AND 
RECENT EVENTS CONCERNING THAT AGREEMENT. 

UTAH: 
1. LEASE . ON FEE LAND FROM··w. T. KNUCKLES ASSIGNED BY ·srLVER 'BELL TO 

UNION CARBIDE CORPORATION. 

A , descripti~p: of each of the above properties iri greater detail foilows: 

WYOMING · PROPERTIES (excluding the Sweetwater 'Projec~) 

, •, . 

CLAIMS WHICH. ARE rnE'· SUBJECT OF TRANSACTIONS .WITH JOHN s. WOLD . 
• • , _' , · ' 1 ' · . ,• • ,•,> , • • • '• # , • ' • • ' I , ' • • • ' t o • , , , ' • '1 • ! •' • ' 

0 

• , '. ' , ' 

.- .·No;of 
. . . . ~npateiJte~ . . Lotation .. ~f . . . . 
. . Mining Cl~hns. . . . Clai1~is . · . 

.(Mor! or~~s) · (Couoty~d·state) . · . 

: :1. . -27. Sweetwater, Wyo. ., 

Sweetwater,.Wyo. 

·c1aim­
Gi'oup· 

·. JOY 

·KAY . 

Approximate 
~cre11ge· 

:· 540. 4½% 

. . 

.Interest:: ,'. . 

·8,900 · yellow cake royalty ·. 
1 ' . . . . . . . . . . . 

. -~ 

. :,:.·J··.- . . ·.· .· : :.-_.- .. ·.:,_.,·· :::2. / .,. 613·: ._· : · . .Sweetwat~rand.: . 
· ·. · '· · · ..... ..... ·· .. : .. -.. _': · ·_-_ · · · · · · ·. ·Fremont, Wyo. · • 

-M..:o ·.- · ··.··: ·.· · 
· · · .to Red 

·1,0,5_30' · :·: .: ··".4°½%--·, .. : · :·.-. :_·.·_ .... . ·. ·. ·.:_ ' . .<·,·. · .:,'. ... .. ,_..:.· .·, . 
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3. 

4. 

No.of 
Unpatented 

Mining Clailns · 
(M~reor~) 

169 

· 195 

86 

102 

146 

. . : 

Location of · · · 
Clahm 

( COIDlty and State) 

Carbon, Wyo. 

Natrona, Wyo. 

Carbon, Wyo .. 

Sweetwater, Wyo. 

Sweetwater,:Wyo. 

' .. ", ... . 

Approximate Claim 
Group Acreage Interest 

AB 3,380 · 3½% 
yellow cak~ royalty 

Pork Cp.op . 4,340 3½%· 
. yellow cake royalty 

Oro to PatS 1,720 3½.% 
yellow cake royalty 

SUL 2,040 4½% 
yellow cake royalty 

LEE ·2~920 4½% 
yellow cake royalty 

1. On Au~st 28,° 1975, .. Silver Bell .e~teted into an Agreement for .Mining Deeci'.(with ¥ining. Deed 
· attached ·and delivered therewith) with John S." Wold of Casper, Wyoming, ·under which it sold all 

of its right, title, and interest in the JOY and the KAY claims subject to the reserved yellow cake 
royalty.. T~e $30,000 consideration has··: been paid. 

2. Again on Augus~ 28, .1975~ Silver Bell entered into a second Agreement for Mining Deed (with 
. a Mining Deed attached and delivered ·therewith) with John S. Wold under which it sold ~ of its 
right, title, and interest in clai~IiS describe~ after .2-above .subject t~ the_ reserved yellow C~ke royalty. 

. The $20,000 consideration has been paid. 

3. On November 1, 1975, Silver Bell .gave a Special Wair'anty Mining Deed to John S. Wold conveying 
to him the ·claims described after 3. above subject to the reserved yellow cake royalty. The annual 
advance royalties of $100,000 were paid on· or before November 1, 1976, and 1977, respectively. 
Under terms $et forth in the deed, the annual advance royalty is reduced to $75,000 in 1978 and 
is to remain at that figure .until the grantee· shall produce uranium commercially fro~ the claims. 

4. On September t, 1977, Silver Bell gave a Mining Deed to John S. Woid, conveying to him the 248 
claims described after 4 above. ·· 

·CLAIMS SUBJECT TO A L~ASE AGREF;MENT ·MTR UNION CARBIDE ·CORPORATION 

No.of 
· Uopatented 
-Mining Claim:s 
(More or L~s) 

80 
4 
4 · 

'Location of 
Claims · 

~county ind~~>.-. 

. . Sweet~ater~:Wyo·. . · . ... 
. Sweetwai~;, .. Wyo. ··. . . 

~w~etwater~ Wyo:. . .. 

Claim 
Group 

' , ' . 

·!~b 
DW 
~Q 

Approximate . 
· ·Acreage .. 

: 1;6~~ .··} 

80 .. 

' Jnt~t 

.10% · or· miriinrum· · · 
anriuai advance 'royalty ' 

Union·Carbid;·holds ·only the·abo~e descri~d 88 ~laitns under ·~ I~e~e Agreement dated 'May 16~ . . 
· .. · 1972. _The ·1¢ssee.·makes minimum . annual royal~y paym~rits described in the lease. T~ese payments · 

.. ·.~e cu~r~~t. ~oy~~ty. ~n crude_, ore, is. __ to _be .. ·!_0% J~ss _p.eµ_alOes, ,(~~s, .-.h~~4µng, .. 311.4 : tr,~n~p<:>~~io~ ...... :· ·>:.::: ·. 
. : costs. In the event the lessee produces . uranium compounds for sale, the royalty is to . be based. on a ·. 

table in th~ · agreement. · · 
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AGREEMENT BY .KERR-McGEE CORPORATION TO .ACQUIRE CLAIMS 

No~ ·o( 
;. 

•.' 

Unpa,eoted Location of 
Mining Claims Claims Claim Approximate 
(More or Less) ( County and State) Group Acn:age Interest 

52 (50%) . Sw~etwater, Wyo. ROSS 1,400 8 % ·raw ore royalty 
16 (50%) Sweetwater, Wyo. ROX 320 4 % to 5 % processed 

ore royalty 

On July 6~ 1973, Kerr-McGee Corporation ("Kerr-McGee") entered into an agreement with Silver 
Bell and persons from whom Silver Bell was acquiring claims to purchase tl)eir 50% interest in 1,~94 
claims in Fremont and Sweetwater Counties, Wyoming. Part of the claims ·were transferred to Amax 
Uranium Corporation by Kerr-McGee on April 1, 1974, on which date Kerr-McGee informed Silver 
Sell that the only claims it would retain under the agreement were the ROSS and the ROX claims. Amax 
·surrendered the other claims deeded to it to Silver Bell on July 18, 1974. 

No.of 
· Unpatented 
Mining Claims 
(More or Less) 

75 

OVERRIDING ROYALrY ACQUIRED FROM DEAN L. ZOBEL 

Location of 
Claims 

( County and State). 

Sweetwater and 
Fremont, Wyo. 

Claim 
Group 

LEE 

_Appro:dmatc 
· Acreage 

1,500 

· lnterest 

5% ORR 

· · Silver Bell acquired the above described overriding royalty interest through an Option and Purchase 
Contract with Mr. and Mrs . .Dean L.. Zobel, dated April 26, 1972, which required . Silver Bell to ma1:<e 

· an agg'regate 'payment of $3'2,500, commencing with the down payment of $2,000 and' continuing with · 
· payments of $1,000 per month thereafter until ·paid. The purchase price · has been paid. 

At the time.of the acquisition of the overriding rnyalty interest, the property was owned by Nuclear 
Explorat,ion and Develop.ment Company. T_he working interest is now owned by Pacific Power and 
Light Comp~ny. 

Col~rado Proverties: 

No.of 
Unpatented 

Mining Claims 
· (M(?l'e·or Less) 

235 

42 

CLAIMS SUBJECT TO A PURCHASE AND SELL AGREEMENT 
ASSIGNED TO PIONEER URAV AN, INC. 

. Location of 
Claims 

(County .•ncl State) 

San Miguel,. Colo. 

Montrose, Colo. ,. . 

Claim Approi:imate 
Group - Acreage . 

· Bull & Hamm 4,700 
Canyo~ G~oup 
Club : 

. :ifasin 
· :Gil .. 

.Max. 
~agle 
Uravan 90() 

Interest 

1_0% royatty·ll11tif · 
. · $ l'million end. · . 

. price is paid 

. The.·above·~laims a.re subfoct t~--~ Purchase·.and Sell .Agteemerit .entere.d.lntQ .on· March 31, J973, 
.by Silve·r Bei't"with 'J o'hn I.' &h~hla~h~~·: -~ba -~tr~tegic··_Mfuerai~ Exp'torati~ii Cci·. \''Str~itegi~") :_.· 'the .. agre~~ . 
ment ·was later assigned ·to Pioneer Uravan, .Inc. ("Pioneer"), a wholly-owned subs~diary of Pio11_eer 
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. Corporation . . Strategic paid $15,000 in casi1 and agreed to pay ·$1 ,000;000 from royalties .of 8 % of 
net receipts .from March .31, .. 1973, to March 31, 1974, ~d-thereafter 10% . The tot~J pm:ch_~se _price 
is to be reduced by $4,000 for each claim surrendered, or as to which ·title is later found to be inadequate, 

· dow~ to but not below $500,000. The assignee is paying all taxes . and is filing Affidavits of La~r. 
After March 31, 1976, it became obligated to perform 1,000 man hours of work .per month during 

· periods when ores can be marketed from- the claims at a profit". The properties are being mined by 
Pioneer and royalties are· being receiJed by Silver Bell. · · . · . · · 

MINING DEED TO C. W. JlUNKER PLACED IN ESCROW BY SILVER BELL 
ON CLAIMS LOCATED IN MONTROSE COUNTY, COLORADO 

No.of 
Uripatented 

Mining Claims 
(More or Less) 

37 

Location of 
Claims . 

(Couoty aud'State) 

Montrose, Colo. 

. . 

Claim Approximate 
Group Acreage 

Cantankerous 7 40 . 
.'. Lion Creek to 
Soldier Boy 

Interest 

4½%.· 
7½ % until the 
$235,000 end price 
is paid 

In March, ·1973, Silver Bell executed and placed in ·escrow a -Mirung· Deed · to C. W. Bun~er · 
.. ("Bunker") on the above described claims_ in Montrose County~ Colorado . 

. Royaltie; o~ gr~ss pio~eds from-all ~laims, except seven, are ·1½ %· and on tile seven ciaims are 
4½ % until' aggregate roya1ty payments reach $23?,000, ~t which time 'the Escrow Agent is to ·deliver 
the Mining Deed to Bu~er. ·Bunker pays ·aJI taxes on the property, does all required assessment .work, 
and ijles necessary Affidavits of Labor thereon. Within each 90-day period. at l~ast 60-man ·shifts must 
be worked or the cost equivalent must be spent. on the property. 

The acc:u~ulated total pf all roy~lty payments tri. February _7, 1978, is :$34,228.29. 

MARSHALL PASS UNP A. TENTED . ,MINING CLAIMS, 
SAGUA.CHE' CO~TY, . ~OLO~O, :DEEDED TO HOMESTAKE MINING · COMPAN)' 

No.of 
Unptented .. , 

Mining Cl.aims · 
(More-or Less) 

Location or 
· Claims . 

(County aod·State) · 

.. :saguache,-.C~ol.o.:.. . 
. . . 

A'pproximatc 
Acreage 

,, . • . 

Interest 

.9½% or .. . . . 

.. .. 

. : 

Sarge·_ . 
:Snow~hoe 

. : · · ),t~ybelle 
, · . Blitz . 

. ·: · scheduled r~yalty · - · : · · · 
. . . . •', .. 

. .. 

. . . . . . . . 

' ·.· : '• ·. F .& F 
,:,•! • 

Silvet B~ll .gave a ·Deed to)iomestake Mining Company on .October -·15; 1975~· Silver Bell bas a -·~:_. : 
...... · .. :· .-:·. ·.·. , ... 9-¾ % Mine, Val~~-per dry ·ton,toyalty,' .7..½ ·% .Of ·.~-~i~_µ)s. ~hift~.d .. to. a. Scl_l_e~u.le _in th.e_ ev~~t .of..pr:(?C~s~ing .. .': . ,.· ... .. : 

. ·_ by Homestake . . ·silver BeU has.'no. interest'in the properly at this -·tim~· other than .the roya.lty .. inte·re·st:s·· ··,·:·· · ._ · > ·,. 
·described · hi ·the tabulation." · · · · 

( ' .. 

l 
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. SAN MIGUEL COUNTY, ·PROPERTIES .. 
(Exclud!ing-F.~W.·Baurngartner Properties which are separately explained later) 

No; of Minblg Claims 
(More or Less)' 

Unpat~nted ttaiin Group Approximate Acreage 

L 42 Butterfly Group 305 

·2. 28 Monarch Group 293 

3. 11 Clagget Group 110 

4. 9 Carbonero Group 80 
5. 3 Tip Top 5;. 6, 9 62 

6. 29 Silver Bell Group 307 

7. 7 Noyes Group· 131 
8. 29 Risser Group * 
Total 158 Claims 1,288 . acres 

"' rhe. 29 claims in the Risser Group ·overlie the Ruth Group of claims described .below. Accordingly, 
.no additional acreage accrues to Silver Bell as a result of owning this group of cl~ims. 

Patented 

1,. 3 Monarch 20.210 

2. 14 ' ·Carribeau 115.657 

3. 41o/1G Oberto· 40.779 

4 .. 4' Silver Mountain 3S.185 

5. 10 ·Car~onero ·110.795 

6. 6¼ Pickett • 49~592 . 

7. ¼ . · .Davis 2.314 

Total 41 full claims 
. 3 partial claims · 374.532 acres 

The above claims are not . subject to lease or ·purchase agreements with otf:iers. 

CLAIMS AND LEASES IN SAN MIGUEL. COUNTY, ·COLORADO 
WHICH .ARE ~EING A_CQUIRED FROM- F. w. BAUMGARTNER. 

No. ofMiniogClaims 
(More or,.Less~ 

Uopatented 

~'!:·: 
9°3 

... . 8 
. 5' . 

. ' Patented' 

Ciaiin Gro11p . 

Ruth,': :· · . 
. ·.qpitir -· . ·: 

· . · Bl~kJac.k 
:Arrow·:He~d · 

~pproximate Acreage . 

.: :· 497~92.· : 

'96'().31 
103:4~ . . 
·93·,3.5 . 

. . J . . M.S~ #i.(>,473·New D9mi.nioo . 10.33i 
_:. ¼ < undivided). . M~~-. # 16,654 Attica · . · . . . . · .. · ·. . 2:314 · 

· . • .. . . 

~ 

... ' . . :· ·· ·. ·. .-.· . . . - . ··, .. .. ·: . .. · . .. ·-::-{ · ,_·_ , : ·. M~s. ·11~·,4:ftMan~int.~inette·· · .... ,.,:· .. ··; ... ·.< .:.:10Js3 -< .:· .. ·: .:. > ·· . : .. . •' . ,·.· ' ·.··. ,·:.·.: .. ·: 

·1 M.S. #f2,716 Star Light · : 't0.330 : 
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. Th~ described claims ~nd others described .below were the subject of a Purchase Agreement between 
Si°lver Bell and F. W. n ·aumgartner dated May 30, 1970, which together with attached Mining Deeds 
With Special Warranty and Assignm~nts of Mining Lease is in ' escrow pursuant to an Escrow Agreement 
which provides for delivery of the deeds an~ assignments to Silver Bell on completion of payments. The 
purchase price agreed upon was $200,000, payable $10,000 per year through November 30, 1975, 
an~ $20,000 p·er year thereafter. Payments are current through November 30, 1977, leaving a remaining 

balance of $100,000: 
' . 

The Pollman and the Belisle Mining Leases are· part of the above .transaction. Silver Bell assumed 
the obligation of F. W. B·aumgartner to pay Mr. Belisle $200 per month, which has been paid · through 
November; 1978, and to ·pay Mr. Pollman $100 a month, which has been paid through November, 1978. 

· The balance of future ·option .payments d1:IB under these leases as of November 30, 1978, was $75,100. 

THE AGREEMENT OF SILVER BELL TO ACQUIRE ALL OF THE ASSETS OF 
THE MANCOS CORPORATION IN EXCHANGE FOR STOCK OF SILVER BELL 

.AND RECENI EVENTS CONCERNING 1HAT AGREEMENT. 
, . . 

Silver BeJl entered into an Interim Agreement with The Mancos Corporation ("Mancof'), dated 
September 6, 1973, to acquire all the assets of Mancos in exchange for stock of Silver Bell. On June 19, 

·. I978;Silver Bell and Mancos entered into a Conditional Release of their obligations to each other under 
· the Interim Agreement, which release ·is conditioned ·on the acquisitiqn of the . assets of Mancos by 
Minerals in exchange for 6,905 ~hares of :union Common Stock under and pursuant to an agreement 
between them. · 

The property ~f Mancos consists of 12 patented daims; . which . contain appio)l:imately 240 acres·, 
· and 35 unpatented claims, which contain approximately ··100 ·acres, and 2 unp~tented mill sites, which 
contain approximately 6 acres, together with 4 buildings and attached and unattached mill equipm~nt. 
A lease ·on 6 patented placer claims is also owned by Mancos. All of the property is located in Montezuma 
County, Colorado. There are no known commercially mineable ore bodi~ on any of the· properties. 
Silver Bell has no information on the properties.· . 

The consummation of the Union"'.'Minerals-Silver Bell agreement is a condition precedent to the 
consummation of the. Union~Minerals-Mancos agreement. If the other ~greement cannot be consum~ 
mated, the Interim Agreement with Silver BeU will be reinstated. 

UTAH PROPERTffiS · 

Lease on Fee Land-from~- T. :Knuckles Assi~ed by Silver Bell To Union Carbide Corporation . 

~ . · 
. TIDYP': of. . ApApro1:imate ·-1n ... erest 

rerest . . ueage " 
Location 

. (CouQ.ty and State) . 

' . . 
W. T. Knuckles San ' J:uan, Utah· fee 920 '3%. 

On °()ctobe~ 5, 197i, Silver Bell as~jgned; ·.tran,;ferred, 'and ~on~~yed to. Urii~n Carbide Corpo~ati9n' .~· 
.lease which it acquired. on April 7, .1966,. from ·w. ·T .. Knuckles. ·_Under the lease, U~on Carbide· 
Corporation ha~ .assµined the . obligation of ·paying: the. minimum royalty of $1,000 a ·month tci. Mr. 

. Kn4ckles and;·in addition,. paid a miniouiiµ royalty of $5.00 a monJh to Silver Bell to December 31, 1974. ·. 
-As' additional consideration for'the 'assigninent~ Union:,Carbicf'e· Corporation .. agre·ed. to: ·j>ay .. lo· Silver Bell • :. : :· :: : '. ' . 
-an overriding r~yalty'of 3.% on.a·u minerals produced and sold from the property ·to December -31, 1979, : 
at which time the royalty is to· ad.vance to 5 % : · -
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MA~AGEMENT AND CONTROL OF SILVER BELL 

Officers and Directors 

Inform.ation concernin·g Silver Be11's officers and directo~·. their principal occupations, periods or 
service, and shareholdings follows: . · · · · · 

Name and Other 
Positions With 

Siher Bell 

John W. Metzger 
Age: 63 

Eugene J. Nord 
Vice President 
Age: 76 

Eugene H. Sanders 
· President and Treasurer 
· Age:. 71 

Willi~· K. · Somerville . 
Executive Vice President 
and Secretary 
Age: 60 

Leland A. Whiles 
·Age: 65 

Present Principal Occupation 
and Occupation During 

Past Five Years 

For more than f years he has been 
engaged in the practice of law in 
Denver, Colorado. 
For more than 5 years he has been 
engaged in the real estate and , 
insurance busine·ss in Milwauk;ee, 
Wisconsin. 

From 1966 through October 30, 1969, 
he was President of Silver Bell Mines 
Co;; from October 30~ 1969, to · · 
February 15, 1972, he was President, 
Treasurer, and a director; from 
February 15, 1972, he was Chairman 
of the Boar4, Chjef Executive Officer, 
Treasurer, and a director; ·and from 
February 11, 1977, he has been . 
President, Treasurer, and a director. 

For the past 5 years he has been 
-employed by the State of Colorado 
as a· Senior Electrical Engineer; For 
the first 3 years he was with the 
Department of Public Works and for 
the last two years he has been with 
the Department of Pl~ing and Budget. 

Fot more than 5 years.until March 1, 
1975, he was employed as a real estate 
salesman by Anthony Sweetman, . 
Realtor, Inc., Denver, Colorado. Since 

· March .1, 1975; he has been employed ·: 
by Dickinson Realty, A~rora, · 

. Colorado . 

Period of 
Servke as 
a Director 

10/ 30/1969 
to date 

10/30/ 1969 
to date 

10/ 30/1969 
to ·date 

9/10/1976 
to· date 

10/30/ 1969 
to date · 

Shares of 
Silver Bell 

Owned 
Beneficially 

on. 
9/ 30/1978• 

12,000 

61,757 

515,766 

i2,822 

,·: l 
. *: In~ludes .. all · shares owned ben_eficially .. ~y .famiiy . corporations, wives and Qther relativ~s having the 

. · .-... ·same . h.~me ,_as · ~irectors. . .· · · · . · . . . ·. · · · . . · 
. ·. ··--·'No. ia~iiv. relationship exists· : .betwee·n· · directors. . , . . · : · - · · · · ... · , . . · 

'.. Ol ·· ,. 
J 

. I· 
·_. L·· 

.· . _.!· 
•• 4 • • • 

·· . . 
. ·, . . . · . . : · :, : ' . . . . . . ', . . 

·. N~ne. -~f ·.thy ·.directors· have .. i>~~~ .t4e subject of any ··securities· iniuncti~e ·o~· criminal ·case o:r -ot · . 
any adminis.trative decision inv~lving securi'ties' law violatio11s: '· .. , · . . . . . . . . 

. . . ' . . . . . 

. · 1· ' . : ' ' .. 

: ·:,· :._ :-i1 .': .' :':. .··; ·-:·.·: · 
. . 

R~munerati.;~ .. . -· ·· ., 

: . . ··. )'he· B6~rd '-~r : Dire~to_rs·' of Silver.'' Bell ' tQ<>k _action . in December . .'of .1976, ·. ~o ~utho~~ ')i ' . . 
.. safary of $30,000· f9r ·Mr.- Stephe'n ·L;-· R;·:·McN~chols (.an office~ and·,_,f ~ir~tor· ~t ·that 'tim.e') for · the · .. ··: · · ...... : 

·period f,rom April 1;_- 1976, to March 31',1977, and a :bonu~.' 0($150,000 .t'o Mr. Sanders, $75,()00 .. of .. . . '. 
s·which was. appl1ed to the period fro~-April 1 to December 31, 1976, ·and the remaining $75,000 .was·. 
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to be applied· to the c~endar year 1977, of which $18,750 was .to be apportioned to the first quarter 
and the balance to the remaining three quarters of the yea.r. Under and pursuant to that action of the 
Board of Directors, ·Mr. Sanders received the balance of $56,250 for the first three quarters of the fiscal 
year which commenced on April 1, ·1977.. On March 16, 1978, Mr. Sanders was voted a salary of 
$50,000 to cover the period (rom January 1, 1978, to July 1, 197~. That amount has been paid . . Of 
this amount, $21,400 has been charged to expense in fiscal 1978 for the period J.anuary 1, 1978, to 
March 31, 1978, and the remainder of $28,600 has been reported as prepaid officer's· bonus on the 
March 31, 1978 balance sheet. Additionally, Silyer Bell paid the remaining $25,000 of the salary 
vot~d to Mr. McNichols during the last quarter of the April 1, 1977, to March 31 , 1978 fiscal year. 
Except for directors' fees. paid to four directors, totaling $4, I 00, the described amounts· constitute. 
the total payments to officers and directors as a group during the fiscal year ended March 31, 1978. 

• , 

Stock options were extended from a termination .date of September 30, 1977, to March I 5, 1978, 
in consideration of the receipt of $25,000 from three persons; including Eugene H. Sanders, with the 
understanding that if the remaining options which were extended were not ·exercised by Mar~h 15, 
1978, the payments made by the three .persons would be retained by Silver Bell as and for consid~ration 
for the extension of the options but in .the event that the remaining options were exercised in full ·on 
or before tbe March 15, 1978, expiration date the consideration would be recognized by· Silver· Bell 
as a portion of the consideration for the exercise of the options. All options were exercised .by the ex­
piration date. · Mr. Sanders' portion of the consideration paid· for extension of the options was $5,000 . . 
On March 10, '1978, he exercised his opti~n to acquire 19,500 shares, paying an. additional $14;500 
for a total of $1.00 per share. The stock o( Silver Bell ranged from a low. of $1.38 to a high of $2.13 
bid and a low of $1.63 to a· high of $2.38 asked in the over-the-counter market during the period 
·from April 1, 1977, to March 31, :1978. On the.date Mr. Sanders exercised his opt~on, the·stock was 

. quoted at $2.13 ·bid, $2.38 asked. 

Principal Stockholders 

The only persons known to owµ of recor.d and/or beneficially 5% or more of Silver Bell's out­
standing common stock as of July 31, 1978, and the ownership of all officers and directors as of that 
date were as follows: · ' · 

Name and Address 

Consolidated Oil & Gas, Inc. 
. Suite 1300, .Lincoln Tower Building, 1860 Lincoln Street, 

·· . Denver, Colorado 80295 · 

Eugene. H. Sanders . 
15 8 Fillm·ore, Denver, Colorado 80206 

~alph Schauss . . . · . . . . . 
. .. : 844.Ea~t -20th Str~et: Casper, Wyoming 8260.l 

. . , .. · .. Qfficers'.ari<l 'di~e~tors .as a group"(.5 'person;) . . 
.. . ' . .. . . . . . . . : • , ·. . 

Number of Shares 

850,342* 

515,766 

516,214 

667,975 · . · 

Percent of 
Class 

1 l.23 

6.8 

6.8 
\ 

. 8:82 

.· : · · 

.... ... ...... • • .... . 

·, ... ·* . c~nsolidate~ Oil & ·ocµ,,.Inc,. has 4,719,697 shares of ·its stock outstanding,' .of which . an aggr~gate o(· 
. . . . 34 I ,414 shares (7 .2 % ) are owned by its officers and directors as a ·group. No person owns as· much' 
.. . ·. ~. s·% of ~e outstanding stock. · · · . . ; · · 

I . • • _>Ce'rtain .,Tnu~sactions . 
,; ... ( ': · . .-·. ·, .· .. ,·:. ·;-· ...... :; .· .... . ,·_ ·ori ·June. 3o, 'i976/ Silve.r ' B~ll sold' 74~5 ··acres' of ~iicultivated:· agric~lhi~ai'::"rari'd ·fo· Adatns'·coi{~ty·, ··. :': ·i··:· · .. ... ··,··. '. : .. 

1 Colorado, to ·Mr. · Sanders for an aggregate consideration of $i96,000, of which $100,000. was paid 
l · down and the ·balance: was evidenced by a Promissory ·Note secured by a ·Deed of Trust. The terms of 
-J: the transaction were no less favorable to Silver Bell t~an terms that could have been obtained froin a 
1· non-e;tffiliate. As of March 16, 1978, $50,000 had been paid on the· Promissory Note. The balance of 
!: $46,000, plus accrued interest of $1,261.54, was paid on August 4, 1978 . . 
·r 
i . 
; 
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;BU~INESS AND PROPERTIES OF MANCOS 

In General: 

Mancos was organized under C9lorado law on April 22, 1970 as a result of the -reorganization of 
U.S. No-Joint Concrete Pipe Company,. First National Oil and Mi.nerals Corporation, Red Arro~ Gold 
Corporation·, and The Mancos Corporation. After receiving stock of Mancos in exchange for their 
respective asse~s, the three selling corporations declared liquidating dividends and were dissolved. 
Mancos has not e·ngaged in active· business at any time from the time of · its incorporation to the 
present time ·and, accorqingly, has -had no production from its properties, which consist of 12 paten.ted 

· ·.mining claims. containing approximately 240 acres, 35 ·unpatented mining claims containing approxi- · 
. mately 700 acres, 2 unpatented mill sites containing approximately 4 acres, and 4 buildings and various . 

mill equipment. The mill, which was on the property of Red Arrow Gold Corporation at the time 
of the corporate combination, is. in considerable disrepafr. There are no known commercially lllineable 
ore bodies on any of the properties . 

. Mancos has no· full time employees. Its offices are maintained at Rocky Ford, Colorado and its 
telepho~e number is (303) 254-7464. 

Silver Bell-Mancos Transaction: 

· Mancos and Silver Bell entered into an Interim Agreement ·on September 6, 1973 pursuant to 
which Silver Bell agreed to acquire substantially all of Mancos' assets in exchange for 125,000 Silver 
Bell shares. Silver B.ell, Union and Minerals subsequently agreed . that Minerals would acquire sub~ 
stantially all of Silver Bell's assets in exchange _for 425,000 shares of Union Common Stock. At Silver 
Bell's· request, . Minerals subsequently agreed to acquire Mancos' assets- d.irectly for 6,905 shares of 

· ·union Commo.n Stock, the nm;nber of' Union Common shares for which 125,000 Silver Bell shares 
.would have been -exchanged had. the Silver Bell-Mancos. transaction been completed. The numbe·r of­
shares for which Silver Bell's assets are to be exchanged was reduced to 418~095. Union and .. Minerals 
have no interest in acquiring Mancos' · assets but agreed to do so in .order to discharge Silver Bell's 
obligation under the Interim Agreement. · · 

Silver Bell and Mancos· executed a Conditional· Release on June 19, 1978 pursuant to which 'the 
Interim Agreement between Silver Bell and Mancos was suspended.. If the Union-Minerals-Silver Bell 
transaction ·is .not completed, the Inte rim Agreement between Silver. Bell and Mancos ·will .be rein.: 
stated. See THE SIL VER B_ELL ACQUISIT[ON - The Silver Bell-Mancos . Transaction and THE 
MAN.COS ACQUISITION - - Board of Directors Recommendation.· 

Silver Bell issued a promissory note in the aggregate principal amount of $50,000 to Mancos on 
September 6, 1973, ·which ·promissory note bears interest· at 7% :per annum: and is unsecured. The 
maturity date of the promissory note has-been -extended from May 31, 1978 to May 31,' 1979. If the 
Union-Minerals-Silver Bell acquis_ition · _is completed, Minerals will assume this obligation. n· both 
the Union-Minerals-Silver .Bell and:·union-l\.1inerals-Mancos acquisitions are completed, :the ·promissory 

'. note . will ·be : cancelled. . . . '. . . 

.... ·:. 

·•· .. 

' . . 
.. . . . . . . . 

,, .·. ~ .. ' . . .. ,;· . . . ..~ . ' ·:.:· · . .... . ···:· ·.- . / .. . -": .. : ··. ·: . . ·· .. . . 
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MANAGE~NT _AND CONTROL OF MANCOS 
Officers and. Directors 

Information · concerning Mancos' . officers and directorst · their principal occupations, periods of 
s~rvice, and shareholdings follows: Sh.ares of 

Mancos 
Owned Bene• Name 'and Other 

· ·Positions With 
. Mancos . 

Earl J. Bnibaker 
Age56 

Frank Jobe 
Age53 

. Clyde B: Young 
Age69 

. Present Principal O~cupation 
· and Occupation During Put 

Five Years 

President of Mancos; 
founder and owner of Valco.,.Inca, 
· a supplier of concrete products 
in Pueblo, Canon City, Rocky 
Ford, and Lamar, Colorado. 

Secretary of Mancos; formerly 
Vice President of. Valeo, Inc., 
for eieven years; 'presently . 
consultant to Moreland lmpiement 

· Company, Rocky Ford, Colorado. 

Vice President of Mancos. He bas 
been retired for.more tha~ the 
pas~ five years . 

Period of 
. Service as 
a Director 

1970 to 
present 

1970 to 
present 

. 1971 to 
.. present 

' fitja)Jy OD 
July 31, 1978(1)" 

510,500 

10,000 

10,000 

. ( 1) Includes .all shares owned beneficially .by ·wives . and other relatives having the same home ·as the -~~- . : . . . 

No family· relationship exists between ·directors. 

Remuneration: 
The officers and.directors of Mancos have received no remuneration in such capacities or otherwise 

during the past three years. · · 

· ·Priucipai Stoc~olders: 
: .· The only .persons known to· own of record and/atberieficially ·5% ~r more of Mancos'. outstanding 

common stock as .of July 15, 1978, and the ownership .of all officers ·and directors as of that dat.e · were . 
·a.s .fallows~ . . . Percent of 

. . : . . 
~ •: •, . 

Name Number.of Shares . Class 

Earl J . . Brubaker· 

. Don. li. ·_Peaker ... 
• , . ' . 

: ' .. . ··.Geotg~'-·.,w. _. Gilmore> -1f 

. . · ... -... ; N?~f-c( J?~:*~~ii :.._ , _ 
· · · : · ·. .: ., 'Officers .. and· ·Directors · . . . . ·. ..<a~·· a:: .. Gro~p : . . · . . 

S10,SOO 
147,564 · . 

. lq6",780 · 
102,000 · 

530,500 

28.92% 

'8:3(>% 
_6.04% 
s".77% -

30.05%" 

' , : ' 

~·-. 

-c~rti.i~( Tramactio~: . 
. Earl r-Biubaker.· issucii·; a··promiss~~y· note· i,n ·the pri~cipai . amount of .$30,000 bearing· inter~si at . : 

.· : · :-the ·rate ."of 7% -per -'annum in.·.-Mancos'·' favor shortly _after· the reorganization···of Mancos;-U.S." ·No- . . ·· ·· 
.Joint .. ~nc.rete_· ·Pipe. ·Company, First National . _Oil and .Minerals -Corporation and Red .Arro:w . Gold· . . . 

·.: . : .· .. ~ .. 

· -Corporation m -1970: T~e maturity date of the .. promissory _note bas been extended to ·N_oveni~e·r 29, . 
1978 but the. ~ote will -be· repaid .prior to maturity, if ·necessary~ in order to provide funds for ·Mancos 
to meet its. cash·needs in connect.ion with the Mancos Acquisiti~n. · The terms of the· transaction .-were no 
less favorable fo Mancos than· terms which ·it cou_ld have obtained from a non-affiliate . . 
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LEGAL OPINION 

George C. Bond, ·Esc{;. ~-i~~ President a~.d. Ge~e~a( Counsel of Uni~n, has ~endered a~ op~ion, 
filed as an .exhibit to the Registration Statement referred to bel<;>w, with ~espect to the valid issuance 
of the Union Common Stock to be issued pursuant to tbe Silver Bell and Mancos Acquisitions. Mr. Bond· 
. owns beneficially 1,.801 shares .of Union · Common Stock and directly holds options to purchase 1,612 
shares of such stock. 

EXPERTS 

The financial statements of Union and subsidiaries as of · December 31, 1977 and · for the five 
· years ended December 31; i 977 are included herein in r~liance upon the report of Coopers & Lybrand, 
independent certified public accountants, dated February 14, 1978, and upon the authority of that 
firm as experts. 

The. financial statements of Silver Bell as of March 31, 1978 and for the three years ended 
March 31, t 978 are included herein in reliance upon the report of Coopers & Lybrand, independent 
public accountants, dated June 19, 1978> and upon the authority of that firm as experts. 

Grimsiey, White and Company have ·not expressed a~ opiriion on the balance sheet of Mancos 
as of December 31., -1977, 1976 and 1975 or on the related statements of operations, accumulated 
deficit ·and changes in ·.financial position for the years then ended .. 

OTHER MATTERS 

Neither the ·management of. Silver Bell nor the management of Mancos knows of matters other 
than those iisted in the accompanying Notices of Meeting which might be brought before the respective 
meetings. However, if any other matters not ·.now known come before either .meeting, the persons 
named in the accompan.ying proxies of Silver Be~l and . ¥~mcos will vote such proxies in accordance. 
with their best judgment on such mat~ers. · · 

MISCELLANEOUS 

. The information in this Joipt Proxy Statement with respect to Union bas been furnished by Union. · 
The information _in _this Joint Proxy Statement relating to .Silver Bell· and Mancos has been furnished 

.. by-Silver.Bell and Mancos with the exception of th~ in(ormation:included. under the captions BUS1NE$ 
AND PROPERTIES ~F SIL VER BELL - The Sweetwater Project, Other Joint Venture froperties, 
In Situ Leaching .. Potentiar and The· Operating Agreement-which has been furnished by Minerals. 

Management of Silver Bell and Mancos may·use the · services of their ·respective Directors, officers 
·and other employee~ to solicit proxies, person~ly or ~y telephone or telegraph. Arrangem~nts will 
be made with brokerage houses .and other .custodians, nominees and· fiduciaries to' forward solicitation 

· material to the ·be~eficial owners of ·the shares of Common· Stock held of .re~ord· by such persons, and 
Silver Bell and : Mancos wilf i;~i.mburse them fqr reason3:ble out--0f-poc~~t expenses incl,ll'l'e_d by. them ... 

'in~() d~lllg . . · .. _.·· .. · . .. . .... ·· .. ,: . · . . ··: .: . ·. . . .. · .· .·. : ', • . . . . : 
. ,• : 

_·RtGIS~TION .. STATEMENT AND ··OTHER A ~AILABLE. INFO~TION .... 

U~io~ .·has· ~l~d· :~ith t~~· .S¢c~~ities . i~
0

d E~~ha~~e.· ~~mmi~~i~n~ .· Washhlgt~.n, o:c:,: ·a· .Regis~r~tion . . : 
" Sta'ierri~nt :under tlie" -Secu1::'ities Act-of i933 ·with respect to the Unbn' Coinmon .Stock lo be ~tributed . -

to stockholders ·of Silver · Bell · arid M~ncos .p~rsuant io-' the ·silver Beil an~·- Mancos. Acquis1tion.s: Tb~ · · ·. 
. .•. . . . . ~egistratio·ri . S~a.t~~ent co~~ts· of, Jhis}<?.int _P_rqxy. ·St~t~~~n( ~~d -cer(ain i4.dltional. inf-0mi~tion sp~i~ · , · · :· ·· 

: .·, ·i .. .. :: . ..... :: ·.'· : ii¢ -by"" R.ules\ma· Rigul~tlons 'of t~e .. Secu~ties and Exchange .·Cpnim1ss~ql_l .. The latter information 
. . . · . .. . ·· · may b.e obtained from·the Commission's office in Washingt~n, O.C. . . . . 

. . . ..· . . 
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. No person · is authorized . to give any info'rmation or make -any representation · not contained in 
this Joint Proxy Stat~ment in. connection w1th the distribution 9f Union Common Stock pursuant ·to· 
the Silver Bell and Mancos Acquisition and.~. if ·given or iµade, such ·information or representation must­
not be relied upon as having b~en authorized by Union, Minerals, Silver Bell, or Manco.s. , The delivery 
of this Joint Proxy Statement at any time does not imply that the information herein is correct as. of 
any time subsequent to the d~te hereof. This Joint Proxy Statement does not constitute ap offer of 
s~urities. within an}'. . jurisdiction to any person,· to wh.om ·such offer would ~ unlawful. .· : · · · 

Un.ion and Silver Bell are· subject to the information requirements of the . Securities Exchange Act 
of 1934 and in accordance therewith file reports and other information with the Securities and Exchange 
Commission. Information as of. particular dates concerning :Union's and Silver· ·Bell's directors and 
officers, their remuneration,· options granted to them, the principal ·holders of securities and any material 
interest of such persons in certain transactions is disclosed in proxy statements distributed to stock­
holders and filed with the Commission. Such reports, pr~xy statements and other info.rmation filed with 
the Commission can .b~ inspect~ and . copied ~t tl;le public reference facilities maintained by the 
Commission at Room 6101, .1100 '.'L". Street, N.W., Washington, D.C. Copies of ·such material can 
be · obtained from the Public Ref~~ence · Section of . the C9mmiss1on at · W~hington, D.C. 20549 at 
p·rescribed .rates. · 

. . 

Reports, proxy statements and other information concerning Union can also be inspected at 
the offices of.the New York Stock Exchange, 11 Wall Street, New York, New· York 10005. · 

. . ·, .. 

·.·. ' • 
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REPORT . OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 

To the Board of Direcfors of 
Union Oil Company of California 

. . 
We · have examined the consolidated balance. sheets of Union Oil Company of California and its 

consolidated subsidiaries as of December 31, 1977. and the · related statements of consolidated earnings, 
consolidated surplus and changes · in consolidated -financial position for the five years then ended. Our 
exa~inations were 11,1ade iQ. ac~ordance with generally accepted auditing · standards and, accordingly, 
.included such tes·ts. of the ac~ounting records and · such other auditing procedures as we considered. 
'necessary in the 'Circumstances. . 

In our opinion, the financial statements referred to above present fairly the consolidated financial 
position of Union Oil Comp:'my of California and its consolidated subsidiaries as of December 31, 1977, 
and the results of their consolidated operations and · changes in financial position for the five years then 
ended, in conformity wit_h generally accep.ted accounting principles applied ~n a consistent basis. 

. Los Angeles; California 
February 14·, 1978 

,, ·.· · 
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. UNION OIL. COMPANY OF CALIFORNIA AND CONSOLIDATED. SUBSIDIARIES .· 

CONSOLIDATED.. ~ALANCE .SmtET . 

Thousands of -Dollars 
.. . ·.· . .... . . . . . . · ·:.·· ·· : .. • ... · . . . · . . · ... · .. ... 

ASSETS 

December 31, 
June 3t, 

1978 
1971 · (Unaudited) . 

, Current · Assets . . 
. . 

Cash ............. · .......................... . ··········-·····--·-· ____ · ............ · ..................... · .. . · $ 15,865 .·· $ 1,535 
· Marketable sec1:1rities (Note 9) ......... : .. ~ ................ '. ........ : ..... : .......... : .. ~ .. 
Accounts and .notes receivable~ less alloWan·ce·. for doubtful 

51,'643 1~6,876' 

receivables of $14;057 in 1977 and $13,319 in 1978 ............. ~ ............ . . 8~8,462 856,392 
Inventories (Note 7) 

Crude oil. ........... ·· ......... r . ... •••.........•..••.....••• . ..•.... ...........•..•.. ·: ...•.••.... 165,005 189,031 
·Refined products ..................... :·········· ......... :.: .. : ...... • ...... ,. ... ; ....... , ........ : 184,876 156,127 
Chemicals · ..... .- · ... · ...... .- ···----·· ... · ........... · .. -.... · ........ _ ......................... ·._.. __ _ 36,786 .29,583 
Minerals .............................. · .. · ............................... · .................... .. . ········ 17,463 20,535 
Supplies, merchandise, etc ....................................................... ~ ....... , .. 32;832 27,252 

Prepaid expenses._ ..... :: ..................... ---~--- .......................... ······-~····,-·--··,··· 23,433, 29,050 . 
Total current assets ......... · ................................ · ...... , ......... .-;, ............. :: .1,396,365 1,476,381 

. Investments and Long-Term Receivables 
Investment. in affiliated companies ............. : .............. ............................ . 106,750 81,161 
Investment in nonconsoJidated . subsidiary ............. .-.:-..... ..... ........ _ ......... :. 

Investment iri ··securitie~ (Note 9) ········~· :r· .................. ~.-~.············_---~---· 
. . 26,188 26,885 

· -31,594 · 51,671 
Long-term receiv~bles from affiliates and nonconsolid~ted 

subsidiary_ .................................. ·_ .................... __ · ................................ . 48,956 43,SlO 

Other long-te.r~ receivables ...... ~---~----·--··.·---·-· ... : ... : ........ :.······-----~---····:. 1 I 8,417 . 95,847 

. . . 331;905 299,074 
Less:· Allowance for losses .....................•...... , .......................... : .......... _ · . 7,230 7,317 

Total investments and long-term receivables
7

_ ............................ : • ••••• 324,675 291,757 

Pr<_>perties (Note 8) 
- Property, plant and equipment ......... .................. _ ................................. . 6,209,795 6,409,985 

Less: Accumulated depletion, depreciation· and .- other allowances ..... . 3,242,497 · 3,364,343 
, Net properties ..... ~ ........... ...... :: .... -......... ,.· ......... ................ : ........ s •• 2,967,298 3,045,642 

Deferred Charges ............ ~---······----·-·--·-'··-·······_.···· ······················-················ 36,178 50,625 
Tota] assets (N:otes 3 and 4) ............................................... . :.~·····--·· $4,724,516 $4,864,405 

See Notes to Consolidated Financial Statements. 
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UNION OIL COMPANY OF CALIFORNIA AND CONSOLIDATED SUBSIDIARIES 

CONSOLJDA TED BALANCE SHEET 

Thousands of Dollars 

LIABILITIES 

. · .. ~· -· . ; ' : :· :. ·~: . . . . '.· . . · •; . 

. · .iune.30, 
. , . Decem~er:31,. . , ... · . . 19171 

· · ... · 1977 · · . (Uoau'dited) 

Current Liabilities 

. Accounts payable ..... ___ .,-~---· ...... :.: .... .' .. ··~······~ ...... ~~ .... , .......•............. : .... · ... . 
. . - . . . . . . ' . . . 

Short-term notes payable (Note 10) ··-································-·-·············· 
Cash.· djvi.dends payable ... , ... , .......... : ......... ~ ..... ~ ........ ·--~·-·········~:····"······u .. · 
Accrued· payrolls· ...... -·····-····-··-····· .. ~.-~ ............................... : ... ·.-··:··;··-·--···· 

. Ac~rue.d ,'interest on· Iong.:terrn .debt •... _____ : .. :.-,.···-·············-····· ··-··········· 

Gasoline and other excise . and sales taxes .. : ... ·-·-·······'··-···············-······ 
Property, production, social ·security and sundry taxes ........• ·-······· ... .. 

Federal a,nd other taxes on income .......... ---··········· ··············· ·-······-·-_.: __ _ 

Current portion of long-~erm debt.. ..... . ·-···-········:·-····-·--·········-·-.··········-'· 

Total .current liabilities ...... ~---··················· ·· ··········-··· ·················· ····· ······· 
Long-Term Debt ( Note 11 )--~·-·····--· ··········· ·--·······-~--~---· ··········-·· .. : .... ~ ~-- ... · 
Advances, etc. Related to Future Production ................. ··········-····· ........ . 
Other· Deferred Credits .. _________ .................. --~- ....................... ····-···· ··········--·· 

Deferred Income Taxes .. _. _______ .. _ .. _ ....... ·-·· .................. ···--········-·-····-··--······· 

Minority Interests .... ···-·-··-----···---·····-·-··· ....... ~. _____ --.·····"-···-----~--·· .... ··--·-··--··-·· 

Total liabilities .. ··-·-···· ..... ·.:·····-·· ...... : .... :····-·--···:·-··-·······.-·····---····· ........ . 

SffAREOWNERS' EQUITY 

Preferred Shares, $2.50 cumulative convertible without par :value, 
.shares outstanding-2,219,644 .shares in 1977, none in 1978 
(Note 16) --····--·········-·-···------·-··----·--··---.. ····-·--·--····· ·· ·····-----·--- .... , .......... . 

Common Shares, par value $8½ per share, . 
authorized - 65,000,000 shares, outstanding-. 42,298,889 shares 
in 1977, '43,940,066 shares in 1978 (Notes 17 and 18) .......... : ... -... ..... _ ... 

Surplus . (see statement of consolidated surplus) 
Capital ·in excess of par or stated value· of shares · issued ... _ ............. . 

Retained earnings ............... -.... : ..... ·-········-·:····················-·············--··-······ 
Total shareowners' eqllity ... ·-····~---·~---·······. ·········-·········· ···· .. , .............. .. 
Total.liabilities and shareowners' equity ...... ..... ~ ......... ~ ...... ... .. ............ .. 

$ p06,578 
41,917 

24,652 · 
t'4,886 

15,636 

24,134 

53,479 
38,697 
14;921 

834,900 
1,024,513 

24,377 

49,129 

337,318 
16,82~ 

2,287,063 

24,046 .· 

352,503 

193,940 
1,866,964 

2,437,453 

$4,724,516 

See Notes to Consolidated Financial Statements. 
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16,,630 

26,363 
16,511 . . 

13,435 

31,592 

40,059 
68,052 
35,251 

. 864,899 
· 1,034,149 

19,781 

·s4;690 

. 384,417 

.16,569 
2,374,505 

366,150 

189,575 

1,934,175 
2,489,9QO 

$4,864,405 
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UNION OIL COMPANY OF CALIFORNIA AND CONSOLIDATED SUBSID.IARIES 

STATEMENT OF CONSOLIDATED. SU~PLUS . 

. Thousands of . Do.Oars . . 

:.;' ~ ~:.· · ... ::. ~ : :. ··: . ." ·~:· ,,,:.:· .... . - · • • •• J • : · , • . . ·.~ . . : :· . . ·:.; 

Y ~ Ended-December_ 31,' 

1973 ·. 1974 ·. · · 1975 
Restated Restated Restated 

.·lt76 . 
Restated .· 

Capita.I in :t:,xc:ess of P.li.r or Stated.Value 
of Shans Issued ·. . . 

Balance at· beginning of period ......... :. $ 1 ?S,920 $ 176,185 · S 175,870 $ 176,808 

· · Redemption of pref~rred. shares.......... . ,; 

Treasury shares ~cquired ........ · ........ .' .. _ 

· Exce_S$ ftom shares sold under . . 
.warrants, stock app~ciation 
rights and options; conversion of 
debt securities ................................. .. 

Balance at ~od ot period ................. _..:. 

Retained ~ings 
.Balance at beginQing of period .......... . 

Net earnings ....................................... ,. 
Total ............ · ............ ........... . 

Less: 
Cash dividends declared 

Preferred Shares ............. ~~ .......... .. 
Common Shares .......................... .. 

Total ......... _ ..................... : ... . 
Premium on redemption of 

pref erred shares ...... : ................... . 
Balance at end of period ......... : .......... . 

265 

$ 17.6,185 

'$ 954,369 

182,081 

1,136,450 

24,909 
46,970 

71,879 

$1,064,Hl 

· (563) 

248 · 938 5,850 

$ 175,870 $ 176,808 ' $ 182,658 

$1,064,57l $1,278,358 $1,433,127 

295,429 237,271 285,784 

1,360,000 · . 1,515,629 1,718,911 

20;616 17,962 10,482 
61,026 . 64,540 . 78,243 

81,642 82,502 . 88,725 

$1,278,358 $1,433,127 $1,630,186 

. · ... ·.· . . 

1977 

· · Siil Monlti~ · ' · .· . 
E.nded · June 30, · 

(Unaudit~d) 

· •. 1977 , 1978 
Restaled 

$ 182,658 $ . 182,658 $ 193,9~0 

(4,477) 

11,282 7,211 112 

$ 193,940 $ 189,869 $ 189,575 

$1,630,186 $1,630,186 $1,866,964 

334,239 157,646 165,940. 
1,964,425 1,787,832 2,032,904 

6,026 3,249 
·91,435 44,928 50,523 

97,461 48,177 50,523 

' 48,206 
$1,866,964 $1,739,655 $1,934,175 

See Nptes· to· Consolidated Fi.nancial Statements. 
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UNION OIL CO~PANY OF CALIFORNIA ~ND CONSOLIDATED SUBSIDJARIES---:-·· · 

STATEMENT OF CHANGES IN CONSOLIDATED FINANCI~L POSffiON 

Thousands of Dollars 

Six Months 

Year E.nded D~cember 31, 
Ended June 30, 

(Unaudited) 

. , . . , .· , ,,t-973 ,- :.:· l974 :. :, .1975 ' · 
.. 

·1976 : .. . ·:- ' 1977, · :_· : . • ::·<:,' ,, 

·. . . ,, . . .. .. 
· · R~stated Restated Restated Resta.ted . 1977 ·Restated 1978 

Source of funds 
Net earning·s .................. _ ................. :~ $182;081 . $295;42? $2r7,27l - $ 285,784 $ 334,239 $157,646 $165,940 
Add charges not requiring outlay° .. 

of work~g capit::tl in the 
current period: · .. 

Depletion .and. depreciation ..... 175,957 215,267. -234,779 279,238 308,155 147;633 125,121 
Amortization of non- . ' 

· productive aci:e~ge c~sts ...... 54,100 . 149,lQO 108,600 100,300 51,100 . · 37,000 24,600 
Provision for dry hole losses .. 53,000 89,700" 78,100 104,700 96,600 5.5,700 51,500 
Deferred taxes .................. ~ ... : .. 18,867 . (41,920) 18,065 ·15,947 89,600 43,335 52,100 
Other ......................................... 9,483 36,682 (3,282) (3,082) tQ,989 {1,842} 5,23.5 

Funds provided from 
operations ..................... 493,488 744,258 673,533 782,887 890,683 439,472 424,_496 

Increases in long-term debt.. ........... 28,186 183,574 ·212,941 283,971 114,633 1,537 61,796 
Book value of assets sold ................ 31,380 15;620 20,656 47,739 38,961 . 12,879 72,334 

Total..: .......................... $553,054 $94'3,452 $907,130 $1,114,597 $1,044,277 $453,888 $558,626 
. Use of funds 

Capital expenditures ... - ................... $398,249 $700,788 $700,976 $ 817,780 $ 812,877 $404,166 $327,32.S 
Dec_reases in Jong-term debt.. ......... 50,600 121,401 133,900 96,968 33,648 · 10,323 53,320 
Cash dividends declarecl.. ............... 71,879 81,642 82,502 88,725 97,461 48,171 .50;5-23-
Investments and long-term 

receivables .................................... 10,440 · 12,(i~ . .s 38,558 37,394 21,218 (4,848) (6,362) 
Redemption of preferred shares ..... 63,184 
Other ..... · ................................ ........... ·2,426 (12,794) (32,535) (17,297) 6,941 2,041 20,619 
Incre~se (decrease) in working 

capital .............. - ........................... 19,460 39,760 (16,271) 91,027 72,132 (5,971) 50,017 
Total .......... ' .......... _ .. · .. ·. $553,054 $943,452 $90!,130 $1,114,597 $1~044,277 $453,888 .$558,626 

Inc.tease (decrease) in. working 
capital 

Increase (decrease) in current 
assets 

Cash and marketable 
$(40,907) securities .................... : .......... $(34,226) $ 52,958 $ 89,990 $ (143,983) $(30,550) $100,903 

Accounts and notes 
receivable ............................ - . 145,953 141,899 36,197 44,IHS 80,284: 23,191 (12,070) 

Inventories: ............. : ... , ............. (665) l2S,724 28;274 23,684 93,180 .90,700 (14,434) 
Prepaid expenses ...................... (912) 5,345 (229) 501 2,490 (I, 169) 5,617 

Total ............................. 110,150 325,926 23,335 158,990 31,971 82,172 80,016 
Increase (decrease) in current 

liabilities ....................................... 
Accounts payable and 

accrued liabilities ........ .-........ 52,812 173,125 68,459 (36,168) 122,487 129,599 11,563 
Short-term notes payable ........ 58,133 55,751 (71,967) 10,882 (25,287) 
~rrent portion of long-term 

debt. ...................................... 10,605 8,818 (42,261) (4,640) 5,012 (4,154) 20,330 
Taxes payable ........................... 27,273 104,223 (44,725) 53,020 (95,693) {48,184) 23,393 

Total ........... , ....... - .... , ... 90,690 286,166 39,606 67,963 (40,161) 88,143 29,999 

Net increase (decreMe) in .. 
working capital. ......... : .. _ ................... $ 19.460 $ 39,760 $(16,271) $ 91,027 $ 72,132 $ (5,971) $ 50,017 

See Notes to Consolidated Financial Statements. 
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UNION OIL C9MPANY OF CALIFORNIA AND CONSOLIDATED SUB~IARJES -

NOTES TO CON~LIDATED FINANCIAL SI'ATEMENTS · 

.·(~ data . "1th reseect to the s~ ~on.tbs ended .. June.··30,,. 1977 and 1978 are unaudited) 
. . ' . 

'. .. , .... ·:· · .. . ·. · > ·· · · .... · N~te i ·~Accounting ·. PoJ.icies .. _ · . : ... .. . 
.. •.. : . :: p" .!::· ·, ..... ·:... --:.· . . . ·· . . -.:··.-.. :···. '\ . _:: 

Principle.$ of C~nsolidation . 
The c6nsolidated financial statements include the . accounts of . all subsidiary· comp~oi~s except 

·Union · Oil 'Credit ·Corpo,:ation, .a .wbolly-own~d s.u:tJsidiary _- engaged in financing certain ·accounts 
receivable, whic~ is accounted for on· the e·quity ~asis.. · · · · · · · · · · 

l~v·es~ent .in affi.llates· :o.w.ri_~d 50% or. less, oth~r · .. than a fore,ign :petroleum c9i:ppany,_ are accounted 
-: · for by the .. equity method. _ Investments in such companies ~re .stated .at cost·pl~ $e Compariy's equity 

· in _undistributed .earnings after a~quisiti.on.· Inc~~me taxe~ e~tini,ated ·to .. be payable· when undistributed . 
earninBS are distributed .are included iri deferr~d. taxes. . . . · ... · . . : . . · · · . · . . . . · ··. - . 

Inventories 
Inventories of crude oil and refined products are valued at CQSt uz;ider' tlie · I~t-in, first-out (LIFO) 

method. Other inventories are valued at cost. using various ~eth~s. . . 

Amortization of Nonproductive Acreage Costs . 
· Acqui~ition costs of exploratory acreage . are capitalized. Full amortization of the aonproductiv~ 

portion of ·such.costs is provided over the shor:ter. of the exploratory peripd or the lease bolding ·period. 
Costs of successful leases are transferred to productive properties and depleted. Geophysical costs are 
capitalized and the portion applicable . to acreage acquired is amortized in the same ·manner as the 
acquisition cost. The portion not related to acreage · acquired is fully amortized cunelttly. Leasehold 
renia1s· are. charged to-income as incurred. -

Provision for Dry Hole Losses 
The costs of drilling and equipping exploi:atory and development wells ax~ capitalized. Dry holes are 

fully provided for currently. 

Depletion and Depreciation 
Depletion ~d depreciation · related to proved oil· and gas properties are .calculated at unit of 

production rates based upon es.tima~ed recoverable reserves . . 

Mineral development costs are capitalized and amortized ~n a unit of production basis. 

Depreciation of other properties is generally on a straight-line basis using various rate~ based on 
useful lives. · 

Maintenance and Repairs 
. E.xp~nditures for maintenance and repairs are charged .. currently to earnings. In general~ replacements . 

and betterments are charged to the respective property accounts and such accounts . are relieved of the 
cost of any ·property replaced. 

Re.tirements and Disposals oj Properties 
Losses on retirement of facilities for which individual allowances are accumulated are charged to 

current depreciation expense and on retirements of ,other properties to accumulated allowances. Losses or 
gains on sales of properties are included in current earnings. 

Investment Tax Credit 
The allowable investment' tax ~redit is applied as a current r.eductiQn of in.come ·tax expense. 
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UNION OIL COMPA~Y OF CALIFORNIA AND CONSOLIDATED SUBSIDIARIES .. 

· NOTE·s TO CONSOLIDATE~ FINANCIAL STATEMENTS (Cootµsued) 

(All data with respect to t)Je six months ended· Jpne 30, 1977 and 1978 are unaudited) 

Note 2 ~ Merger:. wl111 Molycotp, _Inc .. 
. . . . 

on·July 29, _19,77, -the Company exchapged 4,193,885. shares of its Common Stock for· all of.the· ·· . 
:outs"tandiog·-~oriimori: ·. sto.ck-'of -··Molycotp~- Inc·.; a company ·-e~gaged primarily · in:_ minjng; pr~e·s_sirig :an<f · · · 
. marketing c;,f..molybdenum and.rare .. eartbs. · · · · · · ·. 

: . The :merger: wa{ accounted for as a· "pooling of interests"· whereby all financial 0 data'· for periods . : . ' . 
prior to .the .. merget ... bave· been: restated to combine. the . operations of. Union and- 'Moly~orp -· an4 _to··. . . ·:·· . 
conform· to )he:,_acc·o~ting policte·(of ·union . . Such. conformil:m adjustments· Y{ere _not materi~l tq_-:the ·_: ·. : 

. accounts. 9( .t_he· ~Oll)~fued ent~rpnse.:' .·. . . . . . . . . . , . . 
• • • ' • ' I • • 

~ote 3 ~ B.usin~ss · ·Segniea~ · . . . . 
. ' The Company is engaged . principally' in. petroleum, chemical, and mineral operations. .Petroleum . 

operations involve . the exploration, production, transport~tion and sale of crude · oil; natural gas and 
geothermal resources; and· the manufacture,. transportation and marketing . of petroleum products. 
Chemical . operations invo}:ve- the iµanufacture, purchase · and marketing .of chemic.als for industrial and 

. agricultural uses . . Mineral operations primarily involve the exploration, _development, mining, processing 
and marketing . of molybdenum, columbium, rare. earths and uranium . . o'ther operations include con­

. struction, p3:ving and rock plant operations- (sold as ~f May 31, 1978); and re·a1 estate developme~t and 
sales. F1nancial d~ta, by se_gment, are set· forth below . . · · 

Revenues 
Earnings Before 

Asseu Income Taxes 

1975 1976 1977 1975 1976 
DK~mber31, 

1977 1977 

Millions of Dollars 

Petroleum operations _____ .... __ .... ·· $4,970 . .1 $5,258.5 

Chemical operations----···: .. ···----· · 515.0 · ·531.2 
Mineral operations ________________ , __ 64.1 . 92.1 
·other· operations __ : ___ _____________ ___ ·_ . 106.9' 110.6 

. Research, Administrative,. 
Interest, and 'Other 
Uaallocated ............ ______________ . 12.1 9.5 

Inters~gment Elim~ations ..... ~ .. · ( 105.0). ( 130.1) 
Total ................. _....... $5,563 .. 2 $5,871.8 

$5,445.5 

568.9 
117.4 

142.9 

4.7 

(180.i) 
$6,099.2 

$441.1 $575.2 $650.3 $3,76Q.0 

116.5 82.4. 61.0 545.6 
4.5 19.9 ·18.2· 172.3' 
7.7 (2.9) 6.3 96.0 

_(91.7) ( 106.8) . ( 1-29.9) · 150;6 

$478.1 · $567.8 $605.9. $4,7Z4.s· , 

Capital Expenditures 
Depredadon, Depletion 

and Amordzation . 

1975 1976 1977 1975 · 1976 UJ77 
--
Millions of Dollars 

Petroleum operations ..................... __ .................... $599 .4 $608.7 $615.7 . $397~2 $458.7 $429.8 
Chemical operations ___ __ ______ : _____ : ______ ~········-·····--·-· 77 .0 173.9 140.1 6.6 . 7.7 . 7:7 
Mineral operations ..... _ ................... ~---··~---: ....... ~-· 16. 7 8.6 32.6 13.3 . 13.s · 12.4 
Other and Unallocated ................ ___ ....... -.............. · 7 .9 26.6 24.5 4.4 4.3 · 6.0 

Total. __________ ......... ··-·--········"········--····.. $701.0 $817.8 $812.9 $421.5 $484.2 $455.9 
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UMON OIL COMPANY OF CALIFORNIA AND CONSOLIDATED SUBSIDIARIES . 

· . . NOTES TO CONSOLIDATED · FINANCIAL STATEMENTS :(Continued)' -

(AD . data . widi . respect to the six . mollths. ended ·_June 30, 1977 an~ -1978. are.' ~u~ted) 
. ....... _ .. : . . ·. - , . : .. ·· .··:·.- .. : ... , .. : : , , •• 

· Note 3·""'.""" B~~ess. Sepl~~ts (Conti.nued) '• , 

- ' .. . . ··:-··· : 
., · .. · .· . .. • .. · .. ', . . ~- . :• :. ' ' . .·. ·., . :_ 

. . Intersegrilent r..evenu:e eliminations are.· mainly transfers from petrole~ ~perations. to chemical. 
operation~. at prices 'which .appro~3:te market; .: . . . . . . '· . ., . . · . 

_ .Minerai· operations . inclucl~ the .company's eqwty in earnings and investment in affiliates of 
$4·.3 million. and $.35·.6 mjllion in· 1975, $H>.5 million a~d $64.2 million in ·1976 and $10.0 million 
and· .. $69A· million_ 1-n · ~-977. Such amounts for affiliates included lll other segments· are not ·m'at~Ji.al. 

Note ·4 - G~phic Areas of Operations 

Revenues 

1'75 U>76 

United States .......... ._ ................ $4,506.5 $4,758;7 

1977 1975 

Eami-.,gs Before 
Income Tu.es · . 

1976 1977 

Millions of Dollars ~-~-
$4,998.2 $434.9 '$514.5 $537.0 

Assets 
De~ember 

. 31, 1977 

$3.,789.4 

- ·Canada ...................... · .. .-............ 129.2 15L8 89.2 32.6 . -43.2 35.8 137.8 

Other foreign ........... ·------.......... 1,417.2 1,758.0 1,998.7 102.3 116.9 163.0 646.7 

Adininistrative, Unallocated, 
etc ................ · ....................... 12.1 9.5 4.7 (91.7) (106.8) (129.9) 150.6 · 

· Intersegment ElimiqationL ...... (50l.8) (806.2) '('991.6.l 

Total. ....................... $5,563.2 $5,871.8 .· $6,099.2 $478.1 $567.8 $605.9 $4,724.5 

Intersegment revenue eliminations represent transfers (at prices which approximate market) from 
geographic areas for . 1975, 1976 and 1977 iri .millions of dollars as follows: United· States $.2, $.2 
m,id. $1.8; Canada $2,7.9, $16.7 and $6.2 and other fo1ei~ $473.7, $789 .. 3 and $983.6. 

Revenues derived from foreign operations, net of intersegment eliminations, for the years 1973, 
1974, 1975, 1976 and 1977 in millions of dollars were as follows : $346.8, 931.4, $1,044.8, $1,103.8 
and $1 ,098.1. · 

Realized and unrealized gains/losses on foreign exchange, which are included in miscellaneous 
income, are not significant in any of the periods _!eported with the exception of 1974 in which a $24.5 
million Joss was incurred. 
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~NION OIL C()MPANY OF _CALIFORNIA AND CONSOLIDATED SUBSIDIARIES· 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

( All data with respect to the six months ended June 30, 1977 and · 1978. are unaudited) 

'.Note 5 - Federal and Other Taxes on Income · 

The composition o~ Federal . and other -taxes _on income is as follows: 
... .·, · ... . ...... ·_ 

. ,.· :: :· 
-. . .'~ ' ' · ... : ' - · · · · · , · ·· ·: .. --.-.six.Months Endecf.:· ··.: . :. ·.:.- ..... 

Year Ended De~ember 31~ . . · . . June 30, . . . · 

1973 : .1~74 1975 1976 1977 1977 1978 

Miilions of Dollars 
Federal 

CurrenL .... · ..... .. · .. ..... · · ............ ·· ......... . 
Jqvestment tax _credit. .. : ...... ;.---:. ....... : .. 
Deferred .......... · .....................• ~.-~ ........ . 

· · T otaL ~~---~ ~-~ ...... -~~: ~-.. ~---~ 

.• 

"$32.3 $104.6 $ 91.2 ·. $160.6 $ 93,3 $ 56.6 $ 67.1 · · 
(12A) · (24 .. 5) (21.2) (~4.4) . ( 48;8) (2.8.2.) · (20.5) 

16.5 (39.4) 17.7 14.1 . -74.0 37.1 43~3' 
'. 

. _142.3 65.5 '8.9 .. 9 36.4 · 40.7 87.7 118.5 · 

State 
Current. ................. ~ ................... , ...... . 8.5 23.8 19.0 25.2 . 20.5 8.7 9.8 · 
Deferred ..... ..................... : .. _ .............. . 1.4 (6.3) 2.3· 1.9 -11.2 ·5.3 (?.4 --

Total .... ·----~---··· .............. . 9.9 17.5 21.3 · 27.'l 31.7 . 14.0 16.2 

Foreign 
Current ........ _ ....... · .. .. ......................... . 35.9 13'6.9 1'33":Z 114.8 118.2 60.7 5.8.7 
Def erred ..... -~ ......... · ....................... .-.~-. .8 6.7 ( 1.4) (2.2) 3.3 1.0 2.4 

Total. .......... : ................. . 36.7 143.6 '131.8 · 112.6 i21.5 · 61.7 61.1 --
Total taxes on income ............... :=::-.. $83.0 $20L8 $240.8 $282.0 $271.7 $141.2 $167.2 

Deferred taxes on income resui~ed from. the following timing differences between financial and 
taxable income: 

Accelerated depreciation for tax i,n 
excess of book provision ... ·-·::··········· $20.3 $ 14.5 $20.5 $20.9 $33.4 $20.2 · $24:1 

Deductions for ·tax in excess of (less 
than) book provisions reJated to 
exploration and development co.sts.... (.2) · 

Other items.............. ............................. ( ·1. 4) 

Total deferred taxes on incom·e ... $18.7 

(39.6) 

(15.9) 

$(41.b) 

( 17:0) 

14.8 
$18.3 

( 16.4) 

11.5 . 
$16.0 

51.6 

4.6 · 
$89.6 

16.6 
1'.1 

$43;9 

26.3 
. 1.7 

$52.1 
~-=----

Reconciliation of the total provision for t~xes on income to the·. current federal statu~ory rate is as 
follows: 

. Taxes on book earnings computed _ 
at 48% ... ~ ................................. · ......... $127.2 $238 .7 $229.5 $272.5 $290.9 $143.4 $159.9 

Foreign taxes in excess of 48~ ......... : .. . 

State taxes, net of U.S. tax effect.. ........ . 
U.S. tax reduction for domestic 

depletion ... · ......... c. •••••••·•••••·• • • • •••••••••••. 

U .S. investment tax credit. .... ~ ............. . 

All other items ............................. ..... __ .. 
Total taxes on income................. $ 

' . 

5.1 
48.2 

9.1 

(32.7) · (56.8) 
(12.4) . (24.5) 

(4.2) · (12.9) 

83.0 $201 .8 

71 

. .:": . . : ... ,•,: . . . , · ·· ... · . , .... , .. 

.· . - ,. '•· :·· ,:: . ·· , ... 
· . . · . 

_. :._ ,·: ,.; ·. : : . . 

39.7 
11.l 

·(18.6) 

(21.2} 

.l 
$240.8 

43.1 
14.1 

(14.2) · 

(32.4) 
(1.1) 

$282.0 

28.6 
16.5 

-(10.4) 

(48.8) 
(5.1) 

$271.7 

23.5 21.3 
7.3 8.4 

( 5.2). (-4.8) 

(28.2) . (20.5) 

.4 . 2.9 

$141.2 $167.2 

UNO/SB 2280 

· ... ... .. • ,•. ·: .···. ·. ·.· .. ,· 

,, 



UNION OIL COMPANY OF CALIFORNIA AND CONSOLIDATED SUBSIDIARIES . . . . . . 

. -~~ ·To CONSOLIDATED FINANCIAL STATE~NTS (C~Jitmued) 

(.t\lLdata_. l,l'ith. ,resp~t ·to $~, .six . ..:.onths ·eQtled .J.~e.0:30;" 1977 and: 1~78 a~ . unaudit~d) . . . . .. 

:·,.·:-_ .:··: .. :N~~ :;·~~;~~~t~·d-'~~~--T~~:- ~- .~cnn~ .·(Continue~;.(·-.,::._··:--:···.-<·._::_. __ _.:: .--;_.< .. :·.-_-.: . .- -.i .· ·. . ... . . ... . · .. _. . .- . ·.· 

: · . . ·. · :. -.-·: .. ·No p·ro~sion fo; u~s·;. taxes has -been made r~Iated to . the Companf s share of the . undistributed : 
. ·.. eamings ._t{·foreigµ ··.subsid,iaries· arid'· affiliates ·which hav~·-_b¢en retained foi:° reinvestme[!t or -whict if ' 

4istri~µte~~-·~r~··J10t ·_ ~i~t~d to r~su)t iµ additi~na} l).S: _tax. S~~b 1:IDdistributed· _earnjngs c;llllOUnt~d to_: .·. 
·$156.lmiJ:\ipn'·as;of-D'~ember 3J-, 19.77_ arid $166~~-¢~~µ ·as qf,June 30; 1978. . · . 

'.· .· . i ~t o&:¢in~·~/3i:~-. .:°~971, ~~ :Company" ~a4 n~ -~ri~s~i in~~~tmen~ ·tll:.-~redit. 

· ~ote , ~ ~8fllinp' P~-share _ · . _ - · · _ - --, --• - -· _ --- · · · _ 
... · Earnings per Common Share assum.iµg .. no dilution are based on weighted -average Corµmon Shares · 

out.standing during._e_a·ch .period ·and earnings .after deducting preferred dividend requirements. Earnfogs_· 
per Common Share assuming. full dilution assumes. the weighted average outst~ding preferred shares, 

· convertible: debentures _and stock_ options were converted into Common Shares. . 
·Note 7 - Imentories 

Inventories .of crude oil, refined products, chemicals, · minerals and· merchandise used in the 
. computation of cost of products so1d and -operating expenses, in millions of dollars, were: · 

'1972 

$153.5 

1973 ··­

$153.l 

December 31, 

,1974 

$272.7 

· ms 

$~9.6 

1976 

$322.l 

lffl 

$408.5 

. June 30, . 

1977 

$409.2 

1978 

$399.6 

Current_ cost ·ot inventories exceeded the LIFO. inventory value included above by $286.5 million 
at December 31, 1977 and· $272~5 million at June 30, 1978. · · 

Note 8 - Properties . 
Investment in properties, stated at. ~ost, was as follows: 

December 31, 1977 June 30, 1'78 . 

Gross Net Gro~ Net 

Petroleum operations: . 
Millions of DoDars 

Exploration .................... : ................... : ..... . 
Production. 7 •••••• , ••••••••••••••••••••• -----~-•••• ··-•• •• 

$ · 689.2 
3,021.7 

;Refining, marketing and 
transportation...... ................................. 1,687.2 

Total ........... ··........................ 5,398.1 
Chemical operations.................................... 489.9 
Mineral operations....................................... 194.9 
Other............................................................ . 126.9 

. Total. ..... · ..................................... · . $6,209.8 

$ 260.9 
1;140.7 

993.1 
2,394.7 

427.4 
. 66.1 
79.1. 

$2,967.3 

$ 756.0 
3,164.9 

1,698.1 
5,619.0 

505.8 
204.4 

80.8 
$6,410.0 

$ 291.0 
1,215.4 

982.2 
2,488.6 

432.1 
69.7 
55.2 

$3,045.6 

Accumulated depletion, depreciation and other allowances tota]ed $3,242.5 million and $3,3~4.4 
million at December 31, 1977 and June 30, 1978, respectively. · 

Note 9 - Marketable . Securities · 
·Marketable securities are carried at cost. At December 31, · l 977 and June 30, 1978, unrealized 

gains and losses were not material. 
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UNION OIL COMPANY OF _CALIF9RNIA AND ._CONSOLIDATED S-UBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
. . ' . . . 

(All data with respect to the six .months . ended J~e 30,. 1977 and 1978 are 1111audited) 

Note 10 - Short-Tenn_ Notes Payable 
. The. :ipaxirµum amount of the C~mpany's _sh.ort'."'teim notes outstaQding at .any .·month-etid was ·. 

~ 12,4.3 ~i~li?n d~~g ~ ~~-7: . a~d .· $40.4 . ~ _iij_~~>n- dU;~ng the ~~ mo_nths ended, -J_une 3Q,, 197a . . :_.The· .. _· .. ··: _: · · .. -:- . . : . 
· daily average_arnount outstanding was··app'roxim·ately $68.0 million during 1977 and $33.7 million· during · 

·. the six mon~hs ended June 30, 1978~- .• · . . .. . ' . . 

.. The average_ iriterest rate .. on-th~ -a~~unt' outstan_ding . at De~ember·. _31, · 1977 a~d "J~ne 30, 1978 · 
· w~ 6.7% . anci_ -7.6%· and fue weighted· average interest rate on amounts outstanding ·was 5.3% ·during 

1977 and ,(i,65_% ·-dµfing · the· .six·_IlJ.ODths :e·nd~d June_ 30, -.1978. The wdghted· ~verage interest rate 
.. is: determfn~d-·t,y: weigbttn'g actua.J·· aniognts of short-term. _notes -outstanding .with. a~t~al interest: rat~s: and' . 

number of d~ys .~utst_a_nding for-each issue. ·DaUy average anioijl}t$ outstarid~ng ~re.,cietenn1ned -by· dividing_ 
-weighted :average interest rates_·. _into actual i~terest accrued .during 'the _.year~: . . . . 

Terms of the Company's short-term notes are for repayment at maturity. Short-term notes with a 
maturity period of .30 days or longer may be extended, at .the option of the noteholder, up to a maximum· 
of 7 additional days. · . · · · · . · . · ·. · ·. 

Note 11-Long-Term Debt and_ Credit Agreements ... : 

Long-term debt, excluding amounts· due within one year shown under current liabilities, consisted 
of the following: · · 

· Bond· and debentures 

8¾ % · Debentures due 1987 to 2006. ___ _. __ ·····-·············-------·-···-·--·····--········ 
8¾ % Debentures due 1982 .. ____ · -···-·- ·-···----·-·····--·-·· -- ----------···-··--·· ·-······--·-·· 

8¾ % . Debentures due 1985.· ---···-·-----····· ··----- ·. --------··------··-·····-· · .... ·-······--· · 
6¾ % Debentures due 1979 to 1998 ______ ,., .. -··-,--·········--·····--------······-······· 

41/s % Debentures due 1979 t_o 1986·-···-··-·,··i·---·-····-··---------·-···-···············-
7½ ·% Debentures. ·due . 1979 to 1987 (Eurodollars)··-··-~--------·--·-··;········-
7¾ % Bonds due 1980 to 1989 (payable ·in Swiss ·trancs) ... _ ............... . 

6¼ % to 7½ % Pollution Control Revenue Bonds . . . . 

due 1991 to .2001···-···-··----·--·· · .. · ·-·--·-·-···-·--·--·--·-··----·····-·-···-····-·-----·-···-·-·-' · . . 
6.2% Marine Terminal Revenue Bonds due 2008 .......... _ .. : .. ____________ ____ . _____ : .. . 

Notes 

8.3 % Notes due 1981 to 1997 -· ·-····--·-··· ----------··--···-····· ········-·· ·-······--··-···· 

3¾ % Notes d~e 1981 to 1990.·-··--·-········ ·····-~---····~---···-··············:· ·····--··· 
Note due 1979 to 1982, with variable interest rate.s established 

weekly ·based on short-term ·money market rates. ······-····· -····- ··· ···-·--······ 

4 % to 1V2 % Notes due 1979 to 1994 .. ·-·--·· ·········-·················-········--····· 
7% Notes .. due 1979 (Eurodollars)·····---·--~--····-----~--.:··-··--······-----·:.:.: ___ ~: ... _ 

8 V2 % Notes due· 1986 ____________ .... ---·----------~---.... : .... ·---~·-··-·-·····--·~---·······--· : __ 

Other miscellaneous debL------·-·-· ···-····- ·······---~-·--··-··········-·-······-·-·····-·-·---·-··.,·-, 
Total. ....... · __ .:········-·-·······-················-····--· ..... ···-······ ·.· ....... ·---·-·· ·· 
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Decem~er JI, 
1977 
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Millioos of Dollars 

$ 200.0 $ 200.0· 
150.0 150.0 
150.0 · 150.Q 
141.0·· 118.7 

.42.8 39.6 
26.0 24.3 
30.2 32.3 

-51:1 50.7 

- 22.5 

83.1 .. 83.1 
50.0 50.0 

24.0 30.5 

22.7 23.0 
20.0 

30.0 
33.6 29.4 

$1,024.5 $1,034.1 
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UNION OIL COMPANY OF CALIFORNIA AND. CQNSOLIDATED SUBSIDIARIES 

. ,. NOTES TO CONSOLIDATED FINANC_IAL. STATEMENTS (.Continued) 

· · (All_ dat;i with ft:Spect to the six months ~nded J uoe. 30, ~977 . and ~9'l~ are· ~udited) : 

. :. ·No~~ . ti ~:~-~g~t~~ 'n~b(a~.i····~dif~Agi;ee~erits: .. (Co.l)Oliu~'j ' .. ',_:· ' ' i :,:.:-, .·· .· ....... ·... . ... . ;• .... ' ',' ·.: .· '. ,,: :· ··;_.: · ... 
. ' .. ' : . . . 

Matµrities ~f long-term d~bt .for the . re~aining si~ m:onth~ of 1978 and tlte following _f9ur.. years .. : .. 
are · set ··forth·· below: · · · · · · · · · · :. · 

Millions of Dollars 

. ~--~.780 •••• :.:.-_-··············s···,···········.~· -···········.····· $ 10.6 

1979.~---.~.-·-.·-·······.····:; .. ·~~~--~-,~---,··.····-···:·-···-~-- . . · 3~.5* 
.... . . . . 

1980 ·····. ---··········· ................. · .. ·....... . ........ 20.4 * 

1981 .. · ....................... : -·-·····················-···· · 35.6• 

1982.......... ................................................ 185.6* 

* At June 30, 1978, the Company had acquired an~ irrevocably deposited wi~h the trustee for i:etirement: · 
(a) 4¼ % Debentures amounting to $4.3 miUion excluded herein, w~ich meets the sinking fund 
requirements on ·such debentures for 1979, 1980 and a portion of 1981; (b) 6¾ % Debentures 
amounting to $25.3 million excluded herein, .which meets the sinking fund requirements on such 
debentures f~r 1979 through · 1982 and a .. portion of 1983; ( c) 7½ % Debenttrres amounting to $2. 7 
million excluded herein, which meets ·the sinking fund requirements on such debentures for 1979 
and a portion of 1980. - · 

With the exception of the $.4 million of the 4¼ % Convertible Subordinated Debentures due 1991 . 
that y.rere outstanding at June 30, 1978 and the aforementioned securities,. the ·Company has no 
other long-term debt outstanding in amounts different than tbo_se ~uthorized by Indenture. 

Arrangements with various banks make available to the Company and its subsidiaries lines of er.edit 
for a one year period with no commitment fees. The amount available· under such .arrangements at 
December 31, 1977 and June 30, 1.978 was $235.0 mill_ion and $225.0 million, respectively. 

Terms of certain debt agreements co:11tain restrictive provisions relating t~ ·working capital and 
_payment of dividends ( other tl_tan share di~idends), etc. The most .restrictive provisicin relating to these 
matters · at June 30, 1978-requires maintenance of $40 million working capital. 

Substantially all of the debt of subsidiaries has been guaranteed by Union Oil Company of 
California. 

Debt discount and issuance expense, which is not niateriaJ, is amortized on the stiaight-line basis 
over the life of the debt. 

Note 12 - Commitments; Leases and Charter Hires 

Finn comrnitmen ts for the acquisition of permanent investments and fixed assets _and for the pur­
chase, repurchase and construction of assets are not considered material or unusual in relation to the 
kind of business in which the Company is engaged. 

The Company has noncancellable long- term leases, ·other than those included as long-term debt, 
relating to marketing, refining, chemical -and pipeline facilities, office buildings, and ~ong:-term tankship 

. charter ·agreements for varying p~riods extending to the year 2053. "The Company has land right~, 
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UNION OIL COMPANY OF CALIFORNIA -AND ~CONSOLIDATED SUBSIDIARIES 
. . . . ·' .. 

. NOT~ To·· CONSOLIDATED .FINANCIAL STATEMEN'J'S""lContin~ed) 

(All dat.a -with respect to the . six .months ended· June 30; 1977 :and 1978 are . unaudited) 

Note 12 - Com~itiiients; Leases and . Cba.~er Hires ( Continu~d) 

.:: ·. . . · -purchase .. op·t~ons, or_ favorab.ie renewal options for a ·_substantial portio~ ·of the l~ased· properties; Total- · . 
... · ·: . · ·, .... :·. -rentd expense .in~Ivded in curren~ e~i:pings is as follows~ . · , · ... :··.· ..... :-·. :. :.... . .: . · .. · .. : .: .. -: · = · . .. ·· . . .-.· ·: . ,.,,, · · · 

. . . . :.• :· . . . . . • ' . . . . . . . . . ~ 

. Six Months Ended . · 
· June 30, 

• ',•' "'• ' • • _.:·: . • • · ., ·.• ' , I • 1977· . ·. · .. . ··1977 • 

. . ~llions of QoUars·· 

... 1978 
. •' 

"• 

. ,. 
.. , . . :, ,• . 

::-.·.: .. ::...:., 

' ~ .. : .'' .. : . ~· 

Fixed arn:otint:reni·ats 
'.' :Fi'.rif n~·ingi~YP_~ ... ~~~-se~ .. -: ·· ... · ( :· ... ·: . ··.··:· .. ··-.. -- -·o.·~- . .. ··-·· -~;_.· .. ~. ="--

. Op:er.ati11g. leases .... :: ... :----~--·,' ..... ~-:··--,.' ....... ~.: .. --~----;-~~---~·· .. ~.-
Conti~gen t rentals (based on sales, usage, _etc.) 

F. . t . I . mane mg ype eases ....... · .. , ....... , ......... ··:· ....................... . 

Opi rating leases ........................ : .............. , ...................... . 
' . . 

· Total rental expense ........................................... :. 

Sublease rental income ... : ................ ~---·········· ····-···-: ....... ..... . 

.Net reotal expense ......................... _ ... : .... ......................... . 

$·. 37.4 

·67.0 

' .2 

8.3 

112.9 

17.6 · 

$ 95 .. 3 

-

$ · 355 ·· $17'.0 . 

7L5 · · 33.!-

.2 ·.1 
·s.9 3.5 -· - · 

1'16.1 53.7 
16.8 . 8.6 .. . 

--
$ 99.3 ' $45.1 

--

$16.7. 

26.2 

.1 

3.5 

46.5 

8.7 

$37.8 

Total rental expense and sublease ren tal income for tl)e years 1973, 1974, and 1975 in millions of 
dollars are-as follows: $80.9 and $17.9; $94.8 and· $18.9; $103.3 and $18.6. 

At.December 31, .1977, min.imum payments requir_e~·by t_hese:leases for future periods are as follows: 

Fiilandag Type 
Leases 

197 8 ....... ' ...... ··-.. . . . .. .. .. . . . .. .. . . .. . . . .. . . . . . . . .. .. ... . $ . 34 .5 

1979. ·. ·. ___ · ················ ···················· ················ 34.0 · 

1980 .......................................................... 0 • 33.8 

· 1981 ... · .. · . ........ · ................. · .... ··· ·................. 33.9 

1982 ..... · •, ......................... ........................... · 32.7 

Balance....................................................... 261 .0 

· . Total rental obligations............... $429.9 

75 

Operating 
Leases . Total --

Millions ·of Doll~ 

,$ 42.2 $ 76.7 

32..4 66.4 

20.0 '53.8 . 

13.5 47.4 

11.3 . 44.0 

· 38.5 299.5 

$1 57 .9 $587.8 

) 
: · ·,· .. . . . • UNO/SB 2284 I 
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UNION OIL COMPANY OF CALIFORNIA ANQ CONSOLIDATED SQBS~IARIES 
. . 

NOTES. TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) . . . . 

(~ll daU!. with ~pect to dM: $~ months end.eel Junt: 3_0, 1977 and 1:978 an~ unaudited)·· · 

·:-. : .. :./.' '.'··.·.· .. ·:.:.·: '.··.Ncit_e.i2 ... ~ -c~~~t;··~a~es ~d :Chart~~ -Bi~~--:(:C~~ .. D~~) . ·:, .. · · .. ·:·· ··· .: .···: : .... ·:·" ·",/:_· . ... , ... , .. :· .... '· .. 
. :. The present- valu~ of rental-. obligations for financing type le.ases at D~einber 31, 1977 and · 

.,. 
... ;_ . 

.... •, , 

. . . ··~:·.· .. ... 

June 30, 1978, computed by discounting futQre minim'=1Iri p~ym~rits . ~t . foteiest , rates indicative of : 
borrowing costs, are' ~s follows: . . . . . . , ·. . . . . . . . . . . 
. . . . . ·oe~mber31~ .June 30,­

: · 19'78 .' 19'7'7 

Retail service stations .. -,·--~--- ... L .~ ........ ~ .. : ... : .......... ~ .. ; .... ~ : ................ ~.:. 
R~firi1ng ~nd: chemical pl~~ ...... ~ ... .'.' .... ; . ..... .' ........ ~ ........ : ... ~ ........ '. .. :.~~ .. . 

Mfflions ~f Dol,ars 
$101.9 '$ °,99.2 

107.8 104.3 
Pipelines, tankcars and tankships ........................................................ . 
Office buHdings, etc., .... : .............. ............................................. · .. _. ........ . 

50.4 48.7 
14.0 13.3 

Total .. ................................................................................. . $274.l $265.5 
=== 

Weighted ~verage ~nterest rate ................ : ........................................... . 6.1% 6.3% 

The Company does not tave noncancellable subleases in any materiai amount related to lease~ 
properties. 

riiere would have been no material effect on net income had financing type leases· been recorded 
as debt · and capital investment for the five years -ended December 31, 1977 and the period ended 
June. 30, 1978. 

Note 13 - Guarantees and Contingent Liabilities 
The Company h~s guaranteed approximately $38.0 million of the debt obligations of others, 

primarily companies in which a substantial stpck interest is held. IJt addition, the Company has agreed 
to .provide specified revenues by th·e shipment of products or crude oil. through pipelines. of companies 
in which stock interests are held. If such companies are unable to meet their debt obligations, Union 
may be required to advance· funds against' f~ture . transportat~on charges. No loss i~ .anticipated as a 
result of these agreements. · · 

Seven civil antitrust actions are pending agai~st the Company and other major oil companies seeking 
treble damages, injunctive relief and divestiture of the exploration and production segments of the 

··· defendants" businesses. The Company has ·clenied the allegations of unlawful practices in these actions 
and beljeves the actions can be successfully defended.- In· view of the broad and largely undefined relief 
sought, however, an adverse decision could have a significant effect upon the scope and nature of the 
Company's operations. · 

The Company has ct>rtain other contingent liabilities with respect to litigation, claims and con­
tractual agreements arising in the ~rdinary course of business. In the ~pinion of _management, such 
contingent liabilities will not result in any loss which would materiaUy affect the Company's financial 
position. 

i 

Note. 14 - Retirement Plans 
The Company has several noncontributory retirement pJans covering substantially aJl employees 

which are funded with insurance companies and a corporate trustee. At December 31, 1977 the assets 
exceeded th~ actuarially computed values of vested benefits except for one plan of a subsidiary where the 
unfunded amount was not material. Total costs of the plans were: $11.1 million in 1973, $14.9 million 
in 1~74, $23.3 mi~lion in 1975, $25.8 million in 1976, $49 .. Z mill~on in 1977, $14.6 mill1on in the 
six months ended June 30, 1977 and $16.4 million in the six months ended June 30, · 1978. . 
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UNION OIL COMPANY OF CALIFORNIA AND . CONSOLIDATED SUBSIDIARIES 

. . 

NOTES TO CONSOLIµATED FINANCIAL STATEMENTS (Continued) 

(AD dat~ with respect •o the · six months ended June 30, 1977 and 1978 are unaudited) . 

Note 15 - Research ·and Dev~lopment Costs 

· · . ·. ·._ ·. Charges to i~come for re.search and development- were as follow$: . $ll.0 .. 1Pil1i90 .in 1973, $16.0 .· .. : .. · . -: . ·. -'>. 
'· .. ·:..:. -· "·-<-.:' ·· ·.· .: . . miJ1ion in·"1974, $'1S:;6:miliion t n .. ·i91s;·$ii-2 millfon 'in 1976, .. siii niiliio n ;in 1977. ·s11:s ·m'illion :in ' .·.,·· .· .. .- ' .. · 

. ~ . . 

. the. six ~onths ·ended.Jun_e.30; 1977 and $12.S ·mj_llion in the six months .ended June 30, 1978'. 
. . . . . ' . . . 

·Note 16-~ Preferred·· Shares : 

The Pr~ferred Shares wer~ called for ~d.e~ptio~ as of MaJ;"c~ · 10, 197~ · at $65 per share pius . · 
· .. . accrued divid_ends . 9f $_.192-·.per sbar~. · · · ·. · .· · ·· · · · · · ·. : · 

l 
I 
i 
! 
; 
\ 

t 

l 
·- ! 

i . 
i 
I 

l 
1. 

I 
' [ 
, · 
\ 
j 

:· ·.· .. . 
. ... , 

.. : -, ·- . ·~· 

CHEV 005277 

Jncrease.s ' ~~d . (decreases) in . shares .. out~tanding . were_ as follows ( d~~l~rs in thousands)·: 
. ' .. . . ' . . . 

Shares Amount 

Outs.landing at December 31, 1972~----·--·-··---·-·····----·.--------·-····------······· 9,828,262 
. Conversion into Common Shares ___ ···--·-·--·--·-----·---····-·-~·····------------·-- (181,565) 

Outstanding at December 31, 1973 .. ·----·····-········----·--·-··-··-··--·----'--·----·· 9,646,697 · 
Conversion into Common Shares .... ~-----------·----:~---····--····--····------------ ( 1;636,995) . . - . 

Outstanding at December 31, 197 4_._;_···--···------~---------·-'·····---·--· ·"······-··· 8,009,702 
. Conversion into Common Shares .. ____ ·-·------···~-··---~-·-·-·----"-·····-·-------- (1,175,183) 

9utstanding at December 31, 19.15--·-----------~-------·------·.·--··············-······ 6,.834,519 · 
Conversion foto Common Shares .. __ : _______ ·---·--·----------'---·-···-·-·--·-------· (3p555,970) 

Outstanding at December 31, 1976---·--·····-----······-·······--···-----···--·-·-····· 3,.278,549 . . . . . 

.. Conversion into Common Shares .... ~---······································°"···· (1,.058,905)· 
Out.standing-at Decem~~t..J.1, 1911----·····-···-~-----·-~----·--'--·----~: ______ · _______ ·:. 2,219~6.44. 

Conversion into Common Shares ____ .. -~----··------·-·--:-·----~---·--··--·---~·--·· · (1,251,842) 
Redeemed for cash.·-__ ---·-..... -··· ....... --·---·_·_ .. -----.. ·-·--·-·.·-·---____ "-· ..... __ - · ( 967 ,"802) 

Outstanding at June 30, 1978.·-··~·--· ··-·,·-····--· ·--··.-··:·-······-···-···'.: .. ___ ····--' --Q-;. . . . . . . 

Nole 17 - Common Shares 

Authorized-65,000,000 Shares, Par Value $8½ Per Share. . 

$104,496 
(1,967) 

102,529 
(17,734) 

84,795 
(12,731) 
72,064 ·. 

(38,523) 

33,541 
(9,495) 

'24,046 

(13,561) 
(10,485) 

$ --0-

At December· 31, 197.7 and June ~O, 1978, 3,490~300 shares and 588,110 shares, respectively, 
were reserved for issuance as. follows: 

December 31, June 30, 
1977 1978 

Conversion of Preferred Shares·---······-·--···--·-·--··--········-·--·······-·-·--········· 2,885,537 
Conversion of 4¼ % Convertible Debentures·-·-··--·--··--·-····---··-····--····---· l 6,474 

Future grants under options _ _. __ ······-·--····-·-·········-···-·--·--··-···--···-~·-··-----·-·· 391,590 

Exercise of opt_ions ... ·-·····--··· ··-···-··-·······-··---·-···--··--···-·---··--·····--~----····-··· · 196,699 
3,490,300 

77 

15,641 

391,841 
180,628 
588,110 
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· UNION .. OIL COMPANY -OF CALIFORNIA AND CONSOLIDATED SUBSIDIARIFS . . -. . - . . . ' : . ' ' . . . . . . . . . - . 

· . . . :. NOTES TO CONSOLU>A~ll.,FIN~CIAL STATEMENTS (Continue~l) 
. . . . . . . ' ' . ·, . . . . 

.:• . •, 

. ',(AU .data·· ~th respect ·to. tlie $ix . niontbs _·end~ June JO, 1'77 ~d-. 197~-a~: -.na"4i~d) ·· ·.·•···. N2;,, __ \,11,~ ~b~s ·:~ued) ... ··. . >> ···>,; .. ·. .. > ' ' 

,' . ~9~reases--:kd (.d~e-~es).- i1r·~b~~--outsltnding-were as -follows (do,1ars :in :tbousands): .· .. ·-

. ~ :· : . . ·. . 

· · . : 
···. 

. . : . . . . . . . ·- - . . . . . .. ' 

. . -·common Sb~s . Treasury shares . · · ·. 
. ,.·· · •. . ·s~~s· .. · ·: .. . Amount · ·Shares · .. Amount 

: 

· .. Outst~qcting_ ~t Decem~er 3-l, -ii12. .... ~------~~: ........ : 
· · · · Cri~v~~iott'.'~f Pr.~ft.rfed ·Sh~~~~~:~·,~ .. : ..... -.. : .. : .. ·-" 

Exercise ,of Warrmts and St~k Options; . 

31 ~410,635 
·. ·236;.032·-· ·: ,' 

. $2ql/7$6: · ', ~;04_(),303 · 
· . 

$· :s,~10 .. 

1,967 

C<mversiop .of Debt .Secµrities ............ .-. _____ _ :12,549 . 104 

Outstandi~g at December 31, 1973 ........... ~---····· 
Conversion .6( Pref efred Shares .. : .... ~--........... . 

·. 31,659?216 263,827 

2,128,030 · 17,734 

Acqtilidtion of Treasury. Shares~: ....... ····:---~-·-··· (44,401) .. (370) 
Exercise of Warrants an<i' Stock _Options; 

Conversion of Debt Securities ............. ·-····-
Outstancling at December 31, 197 4'. ......... · ......... . 

Conversion . of Preferred Shares ............ ···-······ 
Acquisition of Treasury Shares ............. : .. _ ..... . 
Exercise ·of Warrants, Stock appreciation 

rights_ ~d Options; Conversion of Debt 
· Secunttes ................................................. · .. . . . . 

Outstandi,ng at December 31 ~ 197S ........... ~--·~·-·· 
Conversion of Preferred Shares ................... , .. 

' . . 

E~ercise of Warrants, Stock appreciation 
. rigJits. ~nd _Options; Conversion of Debt · 

Secuntaes .............................................. ..... . 

Outstanding at December 31,. 1976 ... : ............... . 
Coil version of Preferred Shares .................... ~. 
Exercise of Warrants, Stock appreciation 

rights and Options; Conversion of Debt 
Securities .......... ......... '. ............. , ................. . 

Outstanding at December 31, 1977 .. ~····.-· ····-······· 
Conversion of Preferred Shares ..................... . 

Exercise of Warran~s, Stock appreciation 
rights and Qptions; Conversion of Debt 

12,888 

33,755,733 
1,527,698 

(311) 

.37,37l --
35,320,491 

4,621,229 · 

371,204 

40,312,924 
1,347,123 

. 638,842 
42,298,889 

1,625,389 

Securities ..................................... ,.............. 15,788 
Outstanding at June 30, ·1978 ..... ... : ......... ....... _ .... . 43,940,066 

78 

. .. · ·: . .. : ... .. .. . . .. . . ·. ~ .:.·· ... , . 

. ·· . . . . 

107 

281,298 
12,731 

(3) 

. 311 · 

294,337 

38,510 

3,094 

. 335,941 
11,226 

5,336 

352,503 
13,545 · 

102 
$366,150 

' ... .. . . . 

} 

.. 

.(52)'" 

1,040,251 

44,401 · 

. (408) 

1,084,244 

311 

(550) 

_1,084,005 

(354,147) 

729,858 

(729,858) 

- 0-

- 0-

. (I) 

8,(>69 · 

370 

.(4) 

9,035 

3 

(5) 

9,033 

(2,951) . 

· 6,082 

(6,082) 

-0-

$ -0-
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UNION OIL COMPANY OF CALIFORNIA AND CONSOLIDATED·SUBSIDIARIES 
")· 

NOTES TO CONS.OLIDATED FINANCIAL STAD;MENTS (Continued) 

(AU. da_ta with respect to tbe six_ months e,ded June 30, 1977 and 1978 are unaudited) 

· Note 18 - StO£k Options . 
. Commoli Sh~s - Q~lified and Nonqualified Stock Options . . ·. . · · . · · · · -· · 

: · .... .. '._:Und~r-.th~ Sto~k (>pcio~ . Pl~n of. 1975, ·tll~ ,Boa;~( '~f· Dir~~-t~rs . is' autho~~i ,'i~ 'gr~t qu~ified :~r 
nonqualified rip:tions to officers· and· key employees of the 'Coinpany and its-·consolidated subsidiaries to.· 
. purchase, at m~ket. value .at dat~ of grant;. up .. to 300,000 Common Shares. Option~ must-·he granted prior 

. to. )ainiacy 27~-· 1'985 (the terinutatiori date of the. Plan) and contain cancellation. ·provisions in .th·e . 
eVen.t of.'·-te~inati~n Qf ernplOYI:DC~~~ . ~tc. Cert~i~ ·option's .may b~ _ exercis~ble until_ Fe:l)ruary'° 1, . ~988 . 

. . . · N~'~quaiified~ sto~~ optio~:~:. gra~t~d ... ~nder·. the.·Plalt :may .ind~d~ stock ··appre~i~ti~:--~i~t~· ei_th~r .ai 
,_ . · .. the time :9f grailt-: or by am.endtQent.- . Settleme.nt upon· the exercise of ·a stock appredatior.i :right is· .~ade ·. 

- in cash ·o·r. shares Qr. a combin~tion therifof - as ~etermined 'by. the Company-· the -totai' amount of . 
which is charged to.expense~ : · · 

.- . . 

The Stock Op~on Plan of 1975 replaces the Qualified Stock Option Plan of 1966 and the Non-
qualified ·stock Option Plan of 1970 .. The 1966 Plan expired on January 31, 1976. No additional 
options may be· granted under. the 1970 Plan. Certa!n options granted pu~uant Jo the Nonqualified 
Stock Option Plan of 1970 may be exercisable until February 2, 1985. · 

Pursuant to the terms of the Agreement of Merger between the Company and Molycorp, Inc. · each 
outstanding opt~on under the Molycorp 1973 Employees Qualified Stock Option Plan.became an option to 
purchase the number of w~ole shares of Union Common Stock which the holder would have been 
entitled to receive had he exercised the option in full immediately prior to the completion of the Merger. 
The option price per share of Union Common Stock is 96.62 % of the per share option prke applicable 
. to shares of Molycorp Common Stock prior to the Merger. No additional options will be granted wider 
the Plan: Certain options granted pursuant. to this Plan may be exercisable until August 25, 1981. 

Data· regarding · Common Shares under ·the · Union qualified and nonqualified stock option plans 
at June 30, 1978 and as to options granted and options that became. exercisable or- were ~xercised 

. during 1973. through June 30~ 1978 ar_e _ as follows: 

· Shares 

Under option at 
June. 30, 1978 ....... 141,404 

Granted: 

1973..................... 49,530 

1974 .. : .................. 171,736 

1975 ..................... 15,000. 

_1976..................... None. 

1977..................... 21,46,0 

Six months 
ended June 30, 
1978 ............. '.... 1,940 

' . ·: 
. ., ' . . ~ : ' - '.. . . . . . · . .,. . . . ,. . . ... 

.. -. ·.· .. ,. 

Option Price Market Value 

Per Share Total Per Share Total 

$30.81-$55.3125 $4,947,098 $30.81-$55.3125 (a) $4,947,098 

38.0625 1,885,236 38.0625 (a) 1,88"5,236 

30.8125 5,291,616 30.8125 (a) s,i91,616 

35.875 538,125 35.875 (a) 538,125 

55.3125 1,187,006 55.3125 (a) 1,187,006 ·. 

46.3125 89,846 46.3125 (a) 89,846 
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.UNION OIL COMPANY· OF CALIFORNIA AND CONSOLIDATED SUBSIDIARIES . ' ~ . . . .. . . . . . . . . . . . . . : .. .. .. 

NOTES TO CO.NSOUDATED· FINANCIAL STATEMENTS . (Con.tinued) · 
· . . · .. . ' • . _ .. _· - .. . . ·. . . . . . . 

(.t\ll data wjth· ·respect .to:, ~ .SD;.·DJODths ended June' 30, 1977 and-,l978 a,e ·.una."clited) 

· .. ' · :; :: N~1e J~:._s..:ck ~Ii~~ <C?,n~~> · ... ·.· • ·: ; ·<: · .... . ·i., . ' .. ·. · .. . , .. • . .... 
· . . . . . · . . · ~tion P~e MarketV alue . 

: · · .. Shares ._. .. · · Pers~ Tot~ · . . PerShare ' Total 
·. . Became· ·exercisable:.· . . . . ·· 

.. : . . 197i:" __ · ___ · ___ ~~--~.---·:.~--· .~7,744 .·. ,$31".75 ..;:$3.S.0625 :$1,290,281 . $3.8.125~$38.875 ·· (b) $1,449,565 . 

. · .. ·· . . . . ,. 
. ',• 

• • • ,: •• -: - :: ...... , ...... . "1 • 

CHEV 005280 

: .i_"974~_ ... , ............ :.~_· ___ . '96,537·· .. .- .30.812S_:; 3.s°.0625. 3,0~1,666 . 31.25 ~ 47. .. 12~· (~) 3,~95,991 · 
. i975.: .. ~--···~-~ .... :_· .. too)si: .· }0.8_1.25-.· 3~.8 .. 75° .· 3,131,257 36._125.:... 47.25 . (b) 4,572,266 

1976 ..... _·c··--···-····· 14,862 : 30.8125- 35.875 . 502,80.~ 42.50 - .44.44 (b) 646,185 
1977 ... ~.-~--············ . 10,730 · 55.3125 593,503 51.56 . (b) "553,266 . 
Six months 

ended June 30, _ .. _ . ..,.... 
· 1978.·-·············· 10,730 · . 55.3125 

Exercised: 
1973 .................... . 
1974 .. -................. . 
1975 ....................... . 
197 6 ....... : .... : .. ..... . 

1977 ........ ..... : .. ·-···· 
Six months · 

ended June 30, 

8,516 

10,448 
34,917 
14,640 
7,942 

· 31.75 - 38.0625 
30.8125- 38.0625 
30.8125- 35.875 
30.8125- 35.875 

·.30.8125- 31.75 

593,503 

274,977 

337,620 
1,127,542 

461,592 

246,841 

,' :-

49.31 (b) 

37.875- .50.375 . (c) 

34._~o ~ 55.38 (c) 
36.25 - 50.375 {c) 
42.13 :... 58;3_1 . (c) 

50.0Q · - 59.06· {c) 

529,123 

381,608 

427,922 
. 1,353,8.10 

.731i036 

436,i~i 

-1978 ....... : ........ ·. 2,755 . 30.8125- 31.75 86,510 ·47.875- 52.6875(c) 129,026 

(a) At the date options were granted. 

(b) At the-date options became exercisable. · 

(c) At the date options were exercised. 

Stock option data relating to the Mo1ycorp 1973 Employees Qualified Stock Option ·Plan from 
July 29, 1977 through June 30, 1978 are as follows: · 

Option Price 

Shares Per Share Total 

Under option at 
June 30, 1978................ 39,224 $15.22-$31.83 $985,642 

Granted ....................... -····· None 
Became Exercisable: 

From Jul.y 29 through 
December 30, 1977... 17,125 $16.43- $29.23 

Six months ended 
· June 30, 1978............ 2,241 $31 .83 . 

80 

. ·,· 

$.382,735 

$ 71,322 

. ,. :, .. . ·- . ,, · .. ' .. '·. ·~ • ,., 
... 
'· ........ . : .. .... . ; . ·-, ·:: .. .. '. . . ' .· . . 

.· ·· 
,.: .. :: ::: .. · .. . . .. . · 

Markd Price 

Pe£" Share Total 

$15.22-$31.83(a) $985,642 

$50 .. 88-$55.50.(b) · $912,236 

·:··· 

$48.81 

', 
I 
I 
I 
•. 

- ... ·:. 

$109,389 . 
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UNION OIL COMPANY OF CALIFORNIA AND CONSOLIDATED SUBSIDIARIES 

NOTES TO ~ONSOLIDATED FINANCIAL STATEMENI'S (C«;>ntinued) 

(All data with respect to the· six · months . end~d . Ju~~ 30,° 1977 and 19?8 are unaudited) . 

~ote . 18-_ Stock Options. (Continued) .. 
. _ ·' . ' ,, . ' . ' . .·, .. . .. 

.... ' . . 

· ·· .. · ... . ··.···:. -- ··:. 
· , .. , : : . . , .' ,- :· .OJ:>«o~.;pn~ . . . ,_.. ' : ·. . . · Market Price 

-'-----,-------'---'---'- ;.___ .. _ ·.:..;... .. ' ___;' ·.:..;....' --'''--. _ · ...;...· _. __ . _ .......;...__ 

Share~·· Per Share · Total .Pe~ Share 

· Exercised:' . .. . . . ._. . . 
From !uly-29 tlirotigh · ·. 

·-.· .. · December 31; 1977 .. __ . 1'5,268 . $15.22~$31.83-. . $269,536 
.. Si?t:m.~~t_hs ; . ·;. · . 

• $50.38-$5_6.06-(c). $813,3q6 

·. eodectJune.~9,. · . 
. ·. 1, 978: .. :·.~c ........... ~: ....... · .12_,~02 $i5.22-$31.63 .· '$2,27,940 . $47.4+,-$51.3.1 (c) $609,89~ 

( .:,'l) · At the date options were granted .. 
' . 

. . 
(b) At the date options became exercisable. 

( c) At the date options were exercised. 

Under these Plans, authorized b~t unissued shares ba~e been-delivered on the exercise of options 
and, where applicable, the settlement of .stock appreciation rights-. The excess of proceeds received 
over the par. v~ue of shares issued as the result of the exercise of stock options have been credited to the 
capital in ·excess of par or stated value o( shares issued. Charges to income in connection wfth stock 
appreciation rights exercised under these plans were not material. 

Note 19 _;_ Incentive Compensation Plans 

The Company has an Incentive Compensation Plan which provides .that there may be established for 
each fiscal year an Incentive Compensation Fund from which annual awards may,· at. the discretion of · 

- the non-employee_ members of the Board of. D1rectors, be granted to a limited number of executives · 
and key employees. The fund for each fiscal ye·ar is based on the Company's consolidated net earnings 
after taxes f~r the year adjus~ed to exclude (a) the net effect of any incentive. compensation awards 

· granted (b) any extraordinary charges and credits (c) an amount equivalent to 6% of average shar~­
owners• equity for the year. The maximum annual fund consists of not more than 3 % of the balance 
qf conso~dated net earnings after such exclusions. Any annual fund may be allocated in whole or in 
part. · Unallocated portions may, as determined by the Board; be carried forward and allocated in .subs~­
quent years. 

. . 

Charges to income for awards under. the Plan, in millions of dollars, were as follows: 1973, $1.2; 
1974·, $1.4; 1975, $2.4; 1976, $2.7; 1977, $3.3; in the six mo~ths ended June 30, 1977, $1.6;-in the 
six months ended June 30," 1978, $2.0. 
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UNION OIL CO~ANY -OF CAL~FORNIA AN~ CONSOLIDATED .SUJISID~ 

NOTES TO CONSOLIDATt:D FINANCIAL STATEMENTS ·(Continued) · . . . . . . . . 

. . . ·.. . : .· ·(AU d~ta _. .. wi'tli .respect :t~·-~~. s.~ .ino~~- en~~·.June 30,_.19??,'_Jmd 1~78. ~re: u~µdit~d) _ .··. :.··., .. .. · .. · · _ _..: ... :-

:>·. '._;_<:::·:·_:·-.··. <;ote;;.z~··:~--~~ppl~~~~--~~~a~o~:- ~~~~tmg··:~~-~~---~~~~~~e~· ~-;.Co:~~t~ ·~D~ _.: : ' . ·.· 
. . ,' . . ,, : . ' .. ··. ' . - . ' . 

. ·. 
. .. 

' .. 
. . : 

· ·vear ~ded December 31, · · · 
S-a Months·Ended · .... .... . 

Jmie 30, . 
., . . 1973 •, 1974 . · . .. .i,1s . 1976 · 1977 1971 - 1978. : . · 

:· , Millions of Dollars 

· M$t.~~anl?e ii)d repairs .. __ :· .. -----.~·-.· ··-··-~~- $'130.'9 $166.9 _. $181'.9. $20~.4 ·· ·$217.3 ·. . . . . . $ ·90.6'· $119.2 · · · .. 

·--T~es;~oth~r .than· income tax;es . . 

Excfse· taxes.~.' ... ················--~---···-···-··-· $361.3 $351.3 . $3S0.9 $352.6 $365.6 $180.6 . $184.i . 

~v.er·ance· and other taxes on 
· pro_duction ..... _. ······---···---·-· ·-·--···-... 
Import ·taxes and duties .. . --~----------~---· 
Real and personal property ~~es ___ ___ · 

23.0 
.6 

48,7 

67:7 100_3 

29.2 -89.8 

52.2 56.8 

90.0 88.9 47.4 

13.0 10.1 4.5 
60.6 64.5 ,• 32:3 

~scellaneous taxes .. __ ····-: .... __ -··-··.---·-·· 2 . 9 3.4 s:1 . .... 6.4 7.7 . 4.1 

'.fotaL._ .... ·.-·-·-····--··-··~·-·.·····---- $436.5 $503.8 $603.5 $522.6 $536.8 $268.9 

Rents(a) : ...... ·-·----·-········-···-·-··----·-··----~-- $ 80.9 · $ . . 94.8 $103.3 $112.9 $116.1 $ 53.7 - .. 

(a) Exc]udes rent~s in lieu of drilling on oil and gas leases. 

Note 21-- Quart~rly Re5':)_lts (Unaudited) 

1st 

Sales and Operating Revenues ( excl. ·excise taxes) ________ ---···-· $1,383.0 

Gross Margin*-·-·-·-··_-····-·--··--·----···-·-----···--··--···-····.-·--··-----··--· $ 148.6 
Earnings ~_efore Taxes on IncQme ___ ____ . ___________ . _____ __________ ~-------· $ 138.7 

Net Ea(nings ..... -~---~----·····-····-·--·····----··-····-··--·······-· ·--·~----··-··· . $ 69.0 
Net Earnings Per Common Share __ ____ , _______ ·-.-··-··--.----····-~----·-···· 

1976 -. . Quarters 

2nd . .. 3rd 

MilHons of Dollars 
exce~ per share amotmts 

$1,319.0 $1,300.5 
$ 116.8 $ 162.3 

$ 109.0 $ 152.0 
$ 56.6 $ 73.8 

Assuming no dilution----···-·---·--··--------·--·-----·-···-· ················ $1.82 , . $1.45 $1.80 
$ 1.64 Assuming full dilution _________________ ____ ___ ·---·------··-~----···-- ___ ·--·· 

Sales and Operating Rev~nues ( excl. excise ~axes) --········------: 

Gross Margin*-----··--···-···-·--····-··-·-.-···--··-··-·-···-----·-· ····--· ······· .. 
Earnings Before Taxes 9n Income _____________ _. ___ ______ ___ ________ _____ __ _ 

Net Earnings __ _______________________________________________ ··-·-····-···-·····-····· 

Net Earnings Per Common Share ..... ____ ·-·--·-······-···--··---··-·--·-·· . . . 
A . ·· . d"l · ssum1ng no 1 ution .. _. ·-········---·--·----···--·-- ···· ······-·· .... ~-----· 

Assl:lming full dilution .. ---···-··-······-----····~······-7---· ··-····-····-·· · 

82· 

$1.54 $1.26 

1st 

$1,356.1 
$ 141.7 
$ 140.9 
$ 71.0 

$1 .83 

$1.71 

1977 - Quarters 

2nd 3rd 

Millions of Dollars 
except per share amounts 

$1,457.9 
$ 

·$ 

$ 

174.0 

158.0 
80.7 

$1.90 
$1.78 

$1,381.1 
$ 

$ 

$ 

200.7 

176.7 
95.5 

$2.24 
$2.10 

40.2 
4.3 

35.2 

3.8 
$267.6 

$ 46.5 

4th 

.$1,429.6 
$ 

$ 

$ 

168.9 

168.1 
86.4 

$2.10 
$1.92 

4th 

$1,473.4 

$ 

$ 
$ 

150.2 
130.4 

8 1.1 

$1.89 
$1.79 
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UNION OIL COMP~NY OF CALIFORNIA AND CONSOLIDATED SUBSIDIARIES 
- ff -~ ,w • • • ~-·· - • • • 

N()TES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

(All data with respect to the six months ended June 30, 1977 and 1978 are unaudited) 

Note 21-- Quarterly Results (Unaudited) (Continued) 

::· .. · .. , .. ....... :. 
' . : . 

S~Jes and Operating Revenues· ( excl.. excise taxes)_··---- ······ ·--·--~:---···--·-~-.-----.--·---~---... 
Gross ·Margin*-···- __ ---· ___ ---· ..... : .......... ~ ... ··-~· .... --··········-· ... _. ___ ;. __ .··-·--·.:.·---·--.--·-----·. __ _ 

Earnings Before Taxes on Income.-·---···----··--·'···-·-···-······ ... _.: ..... __ ... _. ·--····---·· ··-·---··· 

Net' Earnings.~.-- __ ___ .-·-----···-··-....... ......................... .' ... ··-···--···--·- __ ··-----·-····-· ___ ···-·······-. 
Ne_t Earnings Per Common Share ......... __ · ... : .. __ _. ____ ........... _, _______ ·····-·· ·-,··--·-------··--·---·-· 

Assuming no dilution ____ .. -·--·~· .. ·---~.··-....... __ ---·-···----·-----·-·---· .. ··---------------·---· .... ___ _ 
Assuming full dilution.---· _________ .. ··--·---·-·-···------···:---· __ ·---······ ........... -~---·. ______ .. _____ _ 

1978 - Quarters 

1st · 2nd 

: :. Millions ·of Dollars . . '· 
except per 

share amounts 

$1,353·:0 

$ 170.0 

$ 151.9 

$ 79.3 

$1.84 
$1.76 

.$1,496.7 
$ 184.5 
$ 18 l.2 

$ 86.6 

$1.97 
$1.97 

* Gross margin equals sales ( exc1. excise laxes) and other operating revenue·s less cost of products sold 
· and operating expense, selling expense, depletion and depreciation, amortization of nonproduct~ve 
. acreage costs, provision for dry hole ,losses and prope.rty and other operating taxes. 

Note 22- Estimated Current Repl?cement Cost Data (Unaudited) 

As required-by the Se_curities and Exchange Commission, the Company has estimated replacement 
cost data for inventories aad certain of its productive capacity ( excluding underground oil and gas 
reserves and related facilities and mineral reserves.), cost of sales, · and depreciation expense. 

The e_stjmated cost of replacement is based on the hypothetical assum.ption that the Company would 
replace its inventories and productive capacity at the end of the year without regard as to whether such 
replacement was economically desirable or physically possible, or whether funds were available to 

fina~ce such replacement. Therefore, the data should not be interpreted to indicate that the Company 
actually has plans to replace its inventories or productive_ capacity in its existing configur~tion, or that 
actual replacement would or could take place. Decisions on replacement will be made in the normal 
cmuse of business, and will consider economic, regulatory and competjtive cqnditions at the time. 

Management ~trongly emphasizes that the replacement cost data are not intended to be in any way 
indicative of the current value of the assets to the Company nor of amounts at which the assets could 
be sold. Additionally, the data should not be used in a ·simplistic manner t.o develop the worth of the 
Company ~r a revised income figure. Any figures so derived c~mld be · misleading. without taking into 
account many additional considerations. · · 

Replacement cost data were estimated primarily by the use of engineering estimates and ·current 
costs of facilities to replace existing capacities or ma.rl_cet existing ·volumes. Labor, maintenance. and 
utility costs would decrease if capacity were replaced as assumed. However,· such decrease would not 
be material in relation to total cost of products sold. 
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UNION OIL COMP ANY OF. cALniORNIA AND CONSOLIDATED -SUBSIDIARIES 

NOTES TO CONSOLIDATE.I) FINANCIAL S_TATEMENTS (Continued) 

( All . data with respect ~o the six months ended June 30, 1977 . and 1978 are . unaudited) 

Note 22- Estimated Current Replacement Cost Data (Unaudited) .· (C:~ntinued) · 

Rep~rtM .li.ist~ric.~l c~st. C,.at~~-~·mou~ts ~~bject. ~~ ~~~fa~emerit cosi" esdma~~~. (.which.· in~I~d~ )e~~ed .. 
facilities, ·.exclude facilities under constructi~n. certain land, mineral reserves, and oil and ga·s reserves 

. and facilities). and re]~ted replacement cost estimat~s· are. as 'follows: . . 

Millioµ.s of Doll~rs 

· ilistori~al Cost 

.'Properties at:Decerilber 3 f, 1977 
Petroleum operations: 

Exploration and production ............ · ...................... .... . 
Refining, marketing and transportation .... ····-~·······.-· :·· 

Total. ....... ~ ....................... ..... .. ~ ............ ..... . 
Chemical operations ..... ·-·----7 - •• • • • ••••• • •• •• • • • •••••• : •• • ••••••• •••••. 

Minerals operations ............................ ___ ...... ____ · _____ .. ····-.. . 
Other ......................................... · ........ · ...... · · .... . ········· .. . 

Total . ..... , .... ~~···········;·.:· ..... ........... .':.;· _____ _ 
· ·Less:· accumulated depredation and other allowances .. . 

Net Investment ....... ···,·····--·~---·····-~---· ............... . 
Depreciation, depletion. and amortization expense;_ 

197 6., •· •••• •• ••••••••••• • •••• ••••~••••••••••••••,•••-'•••• •• _•; n ••••~••: •:•••,••• ••• 

1977 .......... · ....... · .· ........... · ................................. · ........... . 
Inventories at December 31, 1977 --------~-................ .' ..... ~ ... . 

Per . 
Financial 

Statements 

.$3,711 
1,687 . 
5,398 

490 
195 
127 

6,210 
3,.243 

$2,967 

'$484 
,$456 
$437 

Subject fo 
Replacement 

Cost 

$ 21 
1,761 
1;782 . 

363 
86 

140' 
2,371 
1,022 

$1,349 

· $ 84 
$ 93 
$437 

Estimated 
~eplacement 

Cost 

. $ 37 
4,603 
4,640 

814 
170 
321 

5,945 
2,821 

$3,124 

$186 
·$221 · 
$724 

Cost of products sold for 1976 and 1977 · using inventory replacement cost da~a wo:uld not be 
materially higher than -that reflected in _the consolidated financial statements, since current costs are 
charged against earnings primarily u_nder_ the last-in, first-out inventory method. 

Note 23 - Affiliated Companies 

· Dividends receiyed from affiliates,' in m.illion of dol.lars, . were: ·$1 l.5 in . 1973, $10.2 in 1974, 
$10.0 in ·1975, $17.6 in 1976, $16.8 in· 1977, ·$9.0 in the six months ended June 30. 1977 and $8.0 
in the six months ended June 30, 1978 . 

.. 
Note 24 - Changes to Oil an~ Gas Financial Accounting 

In December, 1977, the Financial Accounting Standards Board issued a Stat_ement which establishes 
standards of accounting and r:eporting for oil and gas producers. When implemented, certain modifications 
will be required in the Company's present accounting policies. It is estimated that such accounting 
changes will not have a significant impact upon the Company's financial reporting. 
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·s1LVER BELL INDUSTRIES, . INC. 
· (A Dev.elopment Stage Corporation) 

' 
INDEX TO FINANCIAL .STATEMENTS 

f>age(s ) 

Report (?f lndependeo~ Certified Public Accountants ................... ~····:······ ...... ; ......... ~ ..... ~ ..... ~................. · . ~6 
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.For th¢ years ended March 3 l , 1976,.1_977 and · 197 8 ........ : .... ~···~······----:····--~--········;-.~·-·--.··~~~ ....... ~~~-. 88 .. .... · , . 

: : Cumulative amounts from) anuary 1 ~: .1966 '.· ' ~ ' .. .. ' '. ' ' . ' ' ·.: .· ,· .. 
. . . (date.of inception of the de;elopment ·stage) to March 31, , ·97~ ..... :.~.~-~~·-·~------~~·-.. ~: ... ,.;~ •... :.~.~~---~·:. '8~L : · ··.- _. : · · ··: 

. . . '' ' . . . . : ·· .· . . . . . : . . . . ' • . . · .. · . ·· · .. . . . : 

· Sta~ments 9f._ C}Janges in_ Financial Position: 

. For the years ended March'J·l , 1976, 1977 and 1978 .. ~ ..... : .............................. , ............... ~ ~ .... .'.......... 89 · 
. . . . . . 

Cumula.tive amounts from January 1, 1966 , 
. ( date of inception of the development stage) .to March 31, _ 1978 .... .-................ _. .... .' ....... '.i~-.-~ ....... : . 89 . 

Statements of St~ckhoidets' Equity (Deficit) : 

F~r the period July 31, 1944 (date .of incorporation of the predecessor) 
to December 31., 1965 (date precedu:ig·the inception of the development 
stage) {Unaudited) ........ · ............. · ................... · ... · ...•..... · ..... · ...... ·---·-···-···--·-··· ................. · .......... ·_ 90 

' ' 

For the period January 1, 1966 ( d~te of inception of the development stage) 
to Marcb-11-, 1975 .(Unaudited as to cumulative balances included for . 

. proceeds, in ex~ess of par value and -deficit .accumulated· since inception)-·---~---··--~·-:·;.................. 90 · 
' . 

For the .ye¥ ended March 31; r976 (Unaudited· as to cumulative balance& 
: inclucJed for proceeds in excess of par value and deficit accumulated . 

. since inception). ........... _ ........... ·. _____ ··-·········· ......... · ...... ·----·· .-··--··--........ · ........ · .... - .- .· .. . -······.········· · 91 

·For th~ year ~~ded March 3l, 1977 (Unaudited ~s to cumulati~e balances 
included for proceeds in excess of par value and deficit ~ccumulated 

·. sine~ inception) ............................................................ · ....... · .... .............. ..... .. . ......... .... . .. .. . . ... . ... . 92 

For the year ended March 31, 1978 (Unaudited as·to cumulative balances 
included for proceeds in excess of par value and de.ficfr accumulated 
sinc_e inception) . .-: .......... · ·---, ... .' ............... · .. · ....... ____ · .... · ...... · ···-· . · ..... · ....... · · ............ · ...... ,..· .-· .... _ · · .. .. . 92 

. . 

. Notes to Financial Statements ......................................... ........................... -......................................... 93 
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REPORT OF INDEPENDENT. CERTIFIED PUBLIC ACCOUNTANTS - .-.- . . . 

To t~e Stockholders. and Board··of Directors of 
Silv~r Bell· Indus~riest Inc.: 

. .,,. . . · ·. .. . ._ -: ··: ·. .. : We have· ~xa~ed th~ balance sheet _of ~il.ver ~ell'~-4~s~ri-~s, :I~c. < ~ dey~lopin~nt-·st~g~ .c~rppratio~) . : .. ·. : .. 
\ . .':<:. :.'. ._:. ·· . . :. ·(.·as· o'!- .Matc'ti ··1i; 1978, ·· aQd ·the.-.:r·elated .. sta.te.ments . o.f ·t:;peti1tions·; ·ch·~ges· in .. fi~cial ·po_s.itioi,;. arid-- . · _. . .:'., · 

··. ·· . :, ' 

-~. 

; . 

. stockholders' equitJ for e.ach of the three years .iil the .periof ended. March 3.1, · l 978 an·d ·CUm~lative . . . ·, 
.· ... from·January 1, 1966 (date of-inception of the deydopment .stage) .. to _.March. ~1, ·1-97~~-·.:.Qur.-~x.~~ina- ··.· · .· ·."< 
. · · : tions w"ere made in accordance with generally ·accepted .. aud·i~ng , s~andaids and, ·. accordil)gly, included·· - : .. ---.. ·. · 

such tests Qf the accounting records and such otherauditing ·procef;lures as we considered :~ oecess_a.ry . 
in .the ··Circumstances. . . ·- - .. .. . .. .. . . . 

. . The statement .of stockholde{S' equity for .the period July 31, 1944 (date of incorporation of the 
pr.edece~or) to December 3 1, 1965 ( date precedi.ng the inceptio~ of the development stage) is 
unaudited; therefore, balances f (?r such penods included in proceeds i_n .. excess ~f par va]~~ .an9 de~cit 
accum~ted since inception as of March 31, 19?8 ··and all prior··periods ·are· unaudited. · 

T~e company has a substantial i,nvestment in unrecov~red costs of inining claims and leases, and 
facilities and equipment. As explained in . note i l of. . notes to financial statements, . the company has 
agreed, subsequent to ·Marcb 31, 1978; subject to· approv~ by tlie companfs stockholders and. certain 
·other requirements, to sell substantially all of the company's assets to another company.· Recovery of the 
company's-investment is dependent upon either the ultimate approval of the aforementioned agreement 
and successfuuon~ummation . <:>f the sale or th~ successful development of its properties. ·. . . 

In ·our report ·dated June 30; _ 1977, our opinion on the 1977 ·and 1976 financial statements was 
qµalified .' as being subject to the outcome of certain signifi,cant litigation. As . explained in note 10 
of notes to :finandal statements, .the. litigation has been settled .without :a . significant adverse impact on 
the. finam;ial position of the company: ·Accordingly, our present opinio~ on the 1977 and 1976 financial 
statements, as .presented herein, . is: different f.rom that expressed in our ' previous .. report . with respect . to 
the . effects of significant litigation. . ' . 

. ' 

In our opinion, subject to the ultimate realization of the assets .referred to in the second preceding 
paragraph, . the aforementioned financial statements present fairly · the financial- position of Silver Bell 
Industries, Inc. at March 31, 1978, and the results of its oper~tions and changes in its financial position 
for each .of the three years in the .period ended March 31; ·1978 and cum~lative. from _January 1, 1966 

· (date of in~ption·_of the development stage) to March 31, 1978, in conformity with generally ,accepte4 
·accounting principles applied oil a consistent basis. · · · 

2300 Prude~tial Plaza 
Denver, Colorado 
June 19, 1978 . 

COOPERS .& I:.YBRAND 
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SIL VER BELL INDUS~ES, INC. 
(A D~vel~pment ,Stage- Co_rporation_) . 

BALANCE SHEET 

As of Ma~ 31," 1~·1s 

ASSETS 
Current assets: .. 

. . 
.. 

~~.:~:;~=:::~:~'.;·~;~: ·,~~ 
.. · . Note· ·r~ceivable ( Note 3) ........... : ......... : ....... : .. ~ ..... ~ -~·-·· ......... -~·-······· ....... ~~· .. ::-..... ~ .......... _.. · 46:0QO \ ~-:: : . : .. : -' · 

- ~ . . 
• : : ' • I 

-Accrue.cl interesi .. receivable .................. ; ... ;.~--···-~-················· ......... ~: ..... .' ...... ,~ ........... : ...... · .. · . · 3,1.58 · ·.: 
.. · · . ·pr~paid expenses . . . ·.. . . ·.· ·. -~ . . . , . ·. . .. , · · : · .·· .. · . . . . . · ~. ··.:. : .' ··:· ·· :. ··.··1s·1 . . >. ·,.:.·. :-f -'. 

• • • . .. ... !, · •. . • · · ······· ····--·--·---~·· ········ · ···--·-··· ... ········ · - -···-·--·-·-·-· ··· · ····· ·····.;···~·····~·-·········-······ . _, . . .. :·#p·~- .. ~~;: .. ... . ,:· . . 
· Prepaid officer·~ bonus (Note 9) · · · - · · · · , · .- : · : ~ · ,._ · · · · :_ · · · '·.-.:-28:600 ~- ··j\ > .... : ···: .. · .. _· ,, •• 

: • ' 

. t •. • 
. . · ·: _ ... 
. . ~ t 

I· . 
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. . ... • . , . :······_--~~~···:···:~·······~·-·:····.········,'···;:··~"-·····:~---······:·~·-··c,.'•~·:: . . - ... .. ' .,:. -. ' ·, . : ··~ •. '·.,-· -
· · .' · rot~~. ·.Current assets .................... .. -·· ........ · ............ · ... · .............................. ·... . ......... -14:8~905 . '·· 

Uorecovere4 . costs : of mining claims and leases (Notes 7 and 10) ...•....•.. -· ..... ;~............. 4,286~956 . 
·F~dliti.~s and equ_ipment, at co~t · : · .. 

·MilliQg facilities ...... ~ .... : .................. .-.· .. :.,-.............................. : ...... : .................. :~ . .... : .......... ~ . 

. Mi~ing ~q~pment ........................ ~ .. ·-· ..... ~ ..... ~ ... :. -~, .. ·-:···:···· ................ : ................ -~---.......... . 
Other . .. · .......... -................ : ... ......................... _ ..... · ..... ....... .' ............................................. .. 

. Less acc.umulated d~preciation .......... _ .... ..................... -......... _ .............................. : ..... · 

Def e,;red charges and other. · ....................... .. · .. ............................. · .... · ....... · ....................... . 

· Current liabilities: 
LIABU.ITIES A1'_10 STOCKH.QLDERS' EQUITY 

. ·Accounts . payable ...... ·-' ...... ·. . .········ ............ · ... · ...•...... · ............. · .......................... · ....... : -.. . 
· · ·Accrue.cl payr~ll a.nd payroll taxes .. ~: .... ~ .................... ~---~~-·-~·······.···-·: ....................... ~ .. ~:-:~ 

... . • • . • . . ! . . . · .. . . - .. 

··Total. current liab11it1es; ........ ~ ............ · ................................................ : .................. · 

Notes payable · ( Note 4) .......................................... ·~·-·---~·-·································· ········--·~······ 
Commitnien_t_s and contingencies (Notes 5 and 1)). 
Stockholders': equity: 

Col)'lmon stock, par value $.25 per share (~otes 6 and 9): • 
·7,70Q,OOO shares authorized, :7,572,38~ shares issued and . 
·· 7,5.68~388 s.J:],_ares outstanding ..... : ....... ;; .................... : ........ : ... .' ................... , ...... , .. ~--·~·-· . 
Proceeds in excess of par value, net of, deficit acc:umulated since inception .. : ...... . 

. 
. Less cost of. 4,000 shares of treasury stock .................. ! .......... : ..•••• ••• • ••. ~ ••• ••......••..•.• ... . . . . . 

', .... ·.: 

Total stockholders' e_quity ........... ··: .. ~ ............. ...... ··········· ····~····: ............. ........ : ..... . 

The accompanying notes are a part of these financial statements. 
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·.230,835, 
isa~3t9 

31,290 

420,444 ·. 
258,898 
161,546 

9,704 . 
$4,607,111 

s· '9,563 . 
. • 2;795 

12,358 
62,070 

1>893,097 
2,651,586 
4,544,683 

. . 12,000 
4;532,683 

$4,607,111 

.. . . 
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. s~ VER BELL INDUSTRIES, ~c . . 

(A. Development Stage Corporation) 

STATEM·ENTS OF OPERATIONS 

~.,. .. · ' . ·; .·.. . ,. . : . : : ,. :· .. :.,, . . . ,\ ~ ·.: . '·: . : . : ,· .. .. 
.:, ... ....... . ··.·.·: . 

·· Revenues: : 
Revenue from assignments ........... :.-~: .... . 

Proceeds_ from sales of 
mining claims and leases.: ........ ,. _____ : __ 

Sales of ore pr<>:duced in 
· · the proc~ss of exploration .................. . 

:Royalty income .......... ........................... . 

Interest income ........... _. ................... .......•. 

· Net ·gairi on sale of land and 
equipment. .................. ; ........ ~.: ........... . 

Property ewluation fees ...... ··-···· ............ . 
Other . .- .......... · ......... · ....... · ·-·····-············· 

Expenses: 

EX:pl_oration. expense ....... : .. ~ ... _ ....... · ... · ..... . 

.General and administrative 
expense ( Note 9) ............................. . 

Cost of mining claims and 
leases sold ...... ·-·· .... ............................ . . 

Cost of mining claims _and 
leases abandoned or lost .... ................ . 

Interest e~pense ....... .......... ····.-.· ....... 0 •••••• 

·n · t· eprec1a ion~---·· ............... ··"·-···· ..... : .. , .. . 
Other ...... ....... . ··· ................................... . 

-
~et loss .. ...... ............................................. . 

Net loss per share of common stock 
{Note 8) ......... ........... .... ~··············· ········ 

$ . 11,354 

- 24,719 

"17,394 
4 oss·· ' . . 

13,875 

71,430 

63,344 

115,322 

19,680 

52,984 

~8,223 

289,553 
$(218,123) 

·$ (0.04) 

·, 
'For tbe . 

Year· E~cJecJ 
March.~t~:. 

1977-, 

s· 100,000 

97,389 

10,183 
243,478 

37,427 

67,195 

43,878 

44~692 

523,411 
$(279,933) 

$ (0.05} 

·cu~olative · 
Amounts · 

. '-From· 
. , . ·.::.···· 

.Jaa1*'J 1, . 
·.--· ·1H6·.(Da1e , 

. of· Inception 
' (tf the . 

· Fortbe. · . . . ·.· 
YeatEniled 
·M"arch.31, 

-19.78 

· '$ 62,087 

28,711 

_: . 3,428" 

· 25,000 
4,023 

123,249 

33_,81_2 

220,672 

99,500 

· . 4,704 

45,727 

404,415 
$ (281,166) 

$ (0.04) 

Development 
:-stag~) .t~ 
-M~~-·31, 

·. · ::197s . . 
· · (See Not~ l) 

$ 206,829. · 

. ·231000 
' 

1,170,511 · 

92;451 

23,583 

18,,596 

25,000 
76,015 

2,006,995 

· 2,314,280 

1,751,240 

91,639 

435,370 

337,189 
130,312 
136,642 

5,196,672 
· $(3,189,677) 

The accompanying notes are a· part of these financial statements. 
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SILVER BELL INDUSTRIES, INC • 
· ( A Deveklpment Stage Corporation). 

' STATEMENTS OF CHANGES IN FINANCIAL . POSITION 

\ : ... . "' .. /. •: ' •' . .. · =:··· . .. ·· ·:· ,', '.·.· . •. :.: ' ··.·.: 

For die For Cbe For Ch 
Year Ended Year Enled Year Eaded 
~an:ta 31. .', .. Marc• 31, . .. Mardt. 31, 

··: · . ·:_1976 :::'. · · · · ·1'77 . . .. · . ·.: 1978 · . 

· Sources of working capit~: 
Common. stock issued for cash or.nptes payable, . 

·Camulathe 
·AmOIIJICs· 

From . 
Jmaary. J, 
1966 :CDate 

of lnc:epdoo 
. of the · 

De•elopment 
Stace) lo 

-Muclt 31, 
· 1918 , 

·:.-:c,ee·No(e ··t) 

. plus inte~st ..... - .... ~ ............... · ........... . ...... ~ ....................... . s .·, $ . . 6~0.74~ $246,SOL ··· . $2;453~584 . . . . . . .. 

.... , :, 

·. Commop stock issued for acquisitions of p·roperties .. : . . ... : . 

i ·. - : . ( 

. ·i . ,. 
i. 

. r 
.. ·t 
.. l· 

I 

I ., 
I 
I 

l 
·' r 

. ! 

;uid in payment of expenses ... .-................. - ......... : ............ : .. 
Increase in long-term notes payable .. : .......... ·-···············-······ 
~crease in convertible notes payable.._ ............... : ................ -
·0ecrcast; in investments .... : ......... .................... , ... ·-················· 
Decrc;ase in note receivable ............ _ .....................•................ 

.. Decrease in deferred charges and other assets ................. : ... . 

Applications of working capital: · · 
. Used in operations: 

Net Joss .•.•.... ___ ......................................... , ... - ............. · .•... 
Add expenses not requiring an outlay of 
working _capital: . · 

I>eprcctat.ion. .. ____ ···-······ .•...•...•••• ...•......•....•.........•........... 
Mining ~laims and leases abandoned or lost ................ . 

· Net book value of facilities and equipment .. . · 
written ·Off .• _ .................................. · .... - •• · ................... . 

Add proceeds under assignments credited . 
against mining claims and leases ................................... . 

Acquisition of-Mining.claims and leases ............................... . 
Acquisition .of facilities and equipment ................................. , 
Decrease in ·long-term notes payable ... ·-·-·- -·······--·········-···· 
Decrease ·in convertible notes payable ................................... . 
Purchase _of, treasury stock.: ........................... _·-··· ··:···-········· 
Increase ?D mvestmen!s···············-·········:···········.············· ········· 
Increase m .notes ·receivable .. - ·······-······-···-···~······················ 
Increase in defeq-ed charges and other ~ ... ; .................. . 

Increase (decrease) in working capital.. ............................... , ... 
Working capital ( deficit) beginning of period ............ ........ ...... . 
Working capital (deficit) end of period. ................................... . 
Swnmary of changes in components of working capital: 

Increase (decrease) in current assets: . 
Cash ........ · ............................ · ..................... · ..................... · .... . 
Accounts receivable ... - .... :. __ ·····-···································: ... . 
Notes receivable;.. ______ , ............. _: .................................... . 
Accrued interest·receivable ..... - ......................................... . 
Prepaid expenses ...... : .......................... .' ............................... . 
:Prepaid officer's bonus ................................. : ...................... . 
Inventories. ........ · ............... ..... _ .......................................... . 
Unregistered securities ............ : .................... : ...................... . 

. Increase (decrease) in current liabilities: 
Accounts ·payable .............. .................................................. . 
Notes _payablc ............ _ ......... - .. ······················-···················-
Accrued interest payable ............... ·-················· ................. . 
Accrued payroll and payroll taxes .................................... . 
Advances from stockholders ........................................... ... . 
Other current liabilities. ..............• .:. .................................... . 

Increase (decrease) in working capital ................................. . 

. .SO;OOO 

46,.SSO 

96,550 

-218,123 

(19,680) 

(112,346) 
86,097 
5,100 

241,66{; 
24,684 
12,000 

s 
1S 

369,567 
~273,017) 

199,855) 
$( 472,872) 

(523) 
3,239 

(60,000) 
SIS 
so· 

(9,876) 
(80,000) 

~146,S95) 

(12,605) 
121,496 
(7,319) 
(6,764) 
13,740 
17,874 

126,422 
$(273,017) 

. 6~8.~~9 
. . 790 

680,000 

98,086 

603 
1,409,215 926,.SOI 

279,933 281,166 

(67,195) (99,j'()()) 

(12,814) . - ( [,500) 

(65,000} (67,913) 
134,924 112,253 
614,332 671,773 

74 
59,164 

128,S8(_) 

S.,197 
937,000 789,297 
472,215 137;204 

(472,872) (657). 
$ (657) $136,547 

1,152 65,603 
(S,247) (353) 
46,000 

1,160 393 . 
99 (154) 

36,250 (7,650) 

79,414 51,839 

(8,479) (44,001) 
(339,674) 
(34,616) (891) 
32,081 (30,709) 

(13,740) 
(28,373) (3,764) 

(392,801) (79,365) 
$ 472,215 $137,204 

The accompanying notes are a part of these financial . statements. 
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4,155;9'58 
:i.1ss.104 
· 401.989 
·147,930 

68,.928 
8,884 

8,992,377 

3,189,677 

(13Q,312) 
(435,370) 

(3~.225} 

(445,321) 
2,139,:449 

. 4,679,973 
288,262 

1,093,034 
401.989 
:12,000 
122,217 
68.928 
18;588 

8,824~440 
167,937 
(31,390) 

$ 136,547 . 

59,697 

46,000 
3, IS8 

181 
28,600 

ll7,636 

9,563 
(39,500) 

(1,358) 
2,195 

(1,801) 
(30,301) 

$ 167,937 
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SIL VER BELL INDUSTIUES, INC. 
(A DevelopmenJ· Stage Corporation) 

S'l'Al'EMENTS OF ST~CKHc;>LDERS' EQUITY (Continued) 

. (Note A) : 

Tptal · 
Proceeds 
JaE"ceu 
of Par 
Value 

. Neto( . · 
: ...... . " .. ~ . •, :· ... :0.SSA _· : . 

. Proceeds (Defidt) Deficit ; . 

.-. •.-. .. .··. ·evmmon Stock: ·. ·: . : ' . .- l11Esce.u· ···:· · Attam~late11' . Accumulated . t~.,,.: ·: Total c-

·· Stock at ofPlir . Stace ' · · . Since . Sloekllolilen' . . 
Par Value Shares Par Val- Val•e lncepttoa Iacepdo.- . Stock Ewlb' · 

.. 
II . . For the period January 1, 1966 

. ( date of inception of the 
.. dev~Jopment s~age) to 

. March 31, 1975, continued_: .. 

. B. Issued hr.. Silver Bell 
· Industries, Inc., effective 

October 31, .1969, for net 
$(2,7Si ,227) assets of predecessor .............. , .. 3,421,044 $ 855,261 $3,673,298 $ 922,071 s· (125) $1 ;777 ,207. 

Balan'ce at-October 31, 
1969 (Note A) ........................ 3,421,044 855,261 3,673,298 (2,751,227) 922,071 (125) 1,777,207 

C. November I , 1969 to 
March 31, -1975: 

Issued for cash ($0.75 to 
$1.50 per share) ................... : 439,139 109,785 346,519 .346,519 456,304 · 

Exercise of stock options ........ 68,333 17,083 34,166 34,166 51,249 
1$su,ed in payment of ·notes · 
·payabl~ plus accrued 

592,408 · ··:14s,102 ·interest ... -~········· .................... : 38-5,038 ~.8.5,038 '533,140 

Issued for· mining claims 
and leases ....... '. ...................... 1,367,500 341,875 1,643,725 1,643,725 1,985,600 

Issued in payment of: 
Exploration expenses .. - -- ··· 22,200 . 5,550 l!J,700 19t700 2S,2SO 
.General and 

adminis.trative expenses ...... 4,146 i.~37 28,507 28,507 29,544 · 

Retirement of 500 shares of 
Treas·ury stock, at cost .......... (SOO) (125) 125 

Net (loss) ............................ : ... (1,770,626) (1,770,626) . (1,770,626) 

Tota~ for the period 
November J, 1969 to 68-1~029. March 31,_ ·1975 ....... =··············· 2,493,226 623,307. 2,457,655 (1,770,626) 125 1,310,461 

Balance at March 31, 1975 
(Note A) ....... ............ .... ................ 5,914,270 1.,478,568 6,130,953 (4,521,853) 1,609,100 3,087,668 

Ill. For ,the year ended March 31, 1976: 
Pt,Jrcha·se of 4 ;000 shares of ( f2,000) Treasury stpck, at cost. ................ (12,000) 

Ne~ (loss) ................... - ······-······-··· 
( 218,123) (218,123) (218;123) 

Total for the year ended 
March .31, 1976 .... : ........................ (218,123) (218,123) (12,000) (230,123) 

Balance at March 31, 1976 
1,478,568 '6,130,953 (4,739,976) 1,390,977 (12,000) 2,ss·1,s4s 

(Note .A), forward .......... : ............. 5,914,270 
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SILVER BELL INDUSTRIES, IN~. 
_(A .. De-velopment ·stage Corporation) 

STATEMENTS OF STO.CKHOLDERS' EQUITY (ConJjnued) . 

(Note_ A) 

. -. ·~:: '. ·. · . .':'· .. . . · . . . . : - :· .• ... . ·:-. . ... .. 

:. Total · 
.Proceeds · 

: :Ja.Es:cess· . 
· ·of·Par · 

'' ·· .. : . , 
•. : I'• · , ·:_• ,•, ', . :; . ,_ .. · .. . · ·· .. ··.,' . -· . . . ·.· .. .. :·· 

• • : · : · .. . . ft . ·.,, : 
·. '· 

OanA . 
SfoclL at 

Par Value 

JV. F or the year ended March ll, 1977: 
· J$SUed in payment of notes · 

' .p.-yable 'plus accrued ~terest...: ... 
Exercise of stock options................ . 
Issued for niinirig c1aims and · 
le~ (Note·B) ............................ . 

·· Issued in payment of: 
Interest on dep9sits .... , ................. . 
Exploration exp~nses ......... : ..... ; ... . 

· General and -administrative 
expenses .......... ·-····-···················· 

·N:et (loss), .. ,_.: ..... : ............... ; ........ .. 
Total for the year ended March 
. 3 t, 1977 ...... ·-···· · ....................... · .. .. . 
Balance at March 31, 1977 

(Note A) ........................................ . . . 

V . . For the year ended March 31, 1978: 
Exercise of stock options.............. . 
Issued for mining· claims and 
· leases (Note B ) .......................... . 
Net (Joss) ... ~·-········ ........................ . 
Total for the year ended 

March 31, .1978 .......... : ........... : ... . 
Balance at March·3I, 1978 

(Note A) ...................... · .. .............. . 

Co~non Stock 

Sbue, Par Value·· 

Proceeds · 
In E~e$S 

of PIii' 
VaJ11e 

547,830 ·,$ 136,957- · $ 416,895 
96,7~2 . 

330,269 

2,639 
2,500 

13,680 

993,650 

6,907,920 

264,468 

400,000. 

664,468 

24,183 

82,567 

660 
'62S 

3,420 

··-
l.48,412 

1,726,980 

66,117 

100,000 

166,l17 

70,217 

542,444 

1,835 
4,625 

25,308 

1,061,324 

7,192,277 

180,384 

580,000 

760,384 

7,.572,388 $ 1,893,097 $7,952,661 

(De6clt) 
Aecanmlated 

:: smce 
. ·1'9~J11o• 

$ (279,933) 

(279,933) 

(5,019,909) 

(281,166) 

(281,i66) 

$(5,301;075) 

. Value 
.Net of . 
Ddidt 

AccumllJatccl 
- Shlcc . 

Jaception 

$ 416,895 
70,217 

' 542,444 

1,835 
4,625 

25,308 
(279;933) 

· 781,391 

2,172,368 

180,384 

580,000 

' · ·TreaslQ'J 
Stock 

(12,000) 

. T~ --- ·. ·, 
·s~o1c1en•. · · .. ' 
:· ·E;qulty .· . . . 

$ ~53,852 . 
94,400 

625,0ll 

2,495 
5,250 

28,728 
(279,933) 

1,029,803 

3,887,348 

. 246~501 

680,000 
. (281,166) · (281,166) 

479,218 645,335 

$2,651,586 $( 12,000) $4,532,683 

Note A: Amounts applicable . to Class A shares, proceeds in excess of par value and deficit accumulated since inception 
·. for all periods preceding January 1, 1966 (date of inception of the development stage) have not been audited. 
Records of the predecessor companies are not complete and the details are not subject to audit. Transactions 
fr9m January ·!, i966 ·to March 31, 1978 have been audite~. (See Note 1). · 

Note B: Includes 'totals ·of $42,727 in 1978. and '$33,378 i~ 1977 for properties sold in previous yea!S which amounts 
were expensed currently. 

The accompanying notes are a part of these financial statements. 
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. SILVER BELL INDUSTRIES, INC. 
·----- ~ -- ( A Development Stage Corporation) 

NOTES ·yo_ FINANCIAL. STATEMENTS 

1. Organization and Status of the Company: 

Silver Bell Mines Co., the predecessor to SUver B~Uindustries; Inc.~: was incorporated in Colo~~do 
. on July 31, 1944. During the ·period from 1944. to 1954,: th~ company acquired certain mining claims 

: ·. lpcat~d near Ophir, Colorado, developed . the ·propert_ies and mined ore whi~h w~ process~d in a .mill . .. .. . 
·· .. <constructed ·by: ·the :company> Substantial op.eratirtg . losses·: were: incurred,": .and ... in ·: 195.4 . ·the: company.· . · .. ·: ·-- .. = . . 

ce~s.ed. operations. From 1954 to 1965; the company was relatively inactive. .. . · · · 

. .In 19(16," Silver .Bell Mines Co. was ·reactivated and coinmenctd claim. acquisition :and ev:tluati.on 
~ork on. a . limited basis. In· I 96 7 the . company. acquired additional claims' and ·coofuien¢ed· e"pl~ratloii.· : 
This claim.ac_quJsition and exploration activity_ continued through 1968~ Als9 during 196S; :the .coµipany -. 
completed s~bstantial repair and rehabilitation· of its ~illirig f~cilities . . In 1969~ the com.pany . started 
processi'rig ore produced incidental to exploration of ce~tain properties. own~ by Silver ·Clad Mi~es, 

· Inc . .(Silver Cl11d was acquired in a stock-for-assets exchange by Silver Bell"Mines Co. i~ August i969~ 
with the transaction accounted for on a pooling-of-interests basis.} · 

Silver Bell Industries, Inc. was incorporateq in Colorado on September 15, 1969 for the purpose 
of acquiring the net asset_s of Silver Bell Mines Co; This acquisition was approved by the stockbolders 
of Silver Bell Mines Co. on October 30; 1969, and became effective on October 31, 1969 . 

. In N~vember 1972, Silver Be~~ Industries, -Inc. acquire<l: substantially all of the assets (primarily 
und~veloped uranium mining claims and leases) and assumed substantially all of · the liabilities of 

· Petro-Nuclear Ltd. in a nontaxable transaction for 1,200,000 shares of the company's common stock . 
. (The transaction was accounted for as a purchase for reporting purposes.) In addition, subject to 
stockhelder approval of an increase .in the authorized shares of Silver · Bell Industries, Inc. and subject 
to certafu other matters, the company agreed. to issue. to the fonrier·-stoc~olders of Petro-Nuclear -Ltd . 

. up. to a maximum· of 800,000 addition.al · shares of common stock. During fiscal 1976," the company 
· became involved· in litigation concerning this . acquisition . . During fiscal 1977 the stockholders of Silver 
.Bell Industries,. foe. approved an increase· in the authotjzed shares of the company. The .company 
reached settlements during fiscal 1977 with certain, but not .all, of the loaner shareholders _of Petro­
Nuclear Ltd., and subsequently settled with the remaining former shareholders of Petro-Nuclear Ltd. 
during fiscal 1978. This transaction and associated litigation is further discussed in note 10. 

As of .March 31, 1978 the company was inv~lved in discussions and ·negotiations .with another 
company :relative to a potential sale of substantially all of Silver Bell's assets to such other .company. 
Such discussions and negotiations constituted the primary activities in which. the compa.ny was engaged 
as of March 31, 1978 . 

. . See -note . 11 for subsequent event. · 

2. Summary of Signific~nt Accounting Policies: 

· Unrecovered Costs- of Mir,ing Claims and Leases: 

. Mining claims and leases are carried at cost. The cost of those claims and leases acquired . with 
cash or its equivalent is the amount of cash or its equivalent given for such properties. The costs of 
those claims and leases acquired through the issuance of common stock is )he estimated fair value of 
the stock given for such properties at the time such properties are acquired. 

Gain or loss on sales of mining claims and leases is included in income. When an interest is 
retained in a property which is sold, the cost of the property is allocated between the interest retained 
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.SIL VER BEL~ INDUSTRIFS, INC. 

(A DeveJ~pment Stage· Corporation) 

NOTES: TO FINANCIAL .STATEMENTS (Continued) 

. . . .. . 2. .-~~mary .of Significant Accoanting P~licies (Continued): 
.. .- ::-'. .··. · ·· .. · .~·: : ·.~- .: · .: .. : .. : ·. and.: the :mtel'.~~t· .s~1d .. on: the· basis . ocihe.ir: respective.- ·estiniaied. fai/ values/ ·aain · .or: 1os~ '.is ·rec<>gnizea·· :.. · ... · ·. ,·· · ····· 
· · ··. · ··· · · · · · .· . · equal to the difference between· ~e c.ost allocate~ to the· interest sold and the relat~d proceeds of sale. · 

. . •: . · ... ~ .. ...... ' ·. 

A tranSc\ction where~ the ·company nominally sells mining .claims and leases . is. accounted for as an· . 
:.assignment pf an .operatj.ng interes·t if certain fa.ctors are in,cluded in the contr-acf . See .assignments.below. ·· .. : ..... . · 

. . . . . ' . . . 

Opti~~ payments received on mining claims. and "leases pursuant t~ an agr~ment which .only pro­
.vides th"at ·. the optionee may ~ubsequently elect to purchase 'the _optioned property . ·are recorded as 
deferred .credits. ·If the option is not exercised by- the optionee, the payments which have be~n receiyed 
are credited· to income in the· period · the option expires. If . the option is· exercised by the optionee, · 
the payme.nts which have been received are included as part of the sales . price. An option agreement · 
which provides that the optionee may both explore ·the property and may subsequently elect to purchase · 
the option.ed property is accou·nted for as an assignment. See assignments below. Payments received 
from a potential purchaser for the right to inspect· the accounting and-geologica_l records of th·e company 
· are c~edited to income as property evaluation fees when the agreed upon inspection period has ~nded. 

Assignments of Jriining claims and leases include not only those transactions which are direct 
assignments, but may also include transactions .which are in the 'form- of sales agreements and trans­
actions which are in the form of option agreements. Those transactions which include all of the 
f ollowin_g fa~tors are r~orded as assignments: · · 

• The co~pany may receive additional ·amounts uoder. the coµtract · as a result ·of elec·tive completion 
of ·the terms of the contract by the other party to the .transaction. 

• T~e other. pai:ty to the transaction has the right, subsequent to the date of the contract, to explore 
and/ or develop the property. · 

• Failure · of the other· party to ·the transaction to coniple-te the terms of the contract will result 
in reacquisition by the company of .all of its pre-contract ownership interests. in the subject claims 
and leases. 

·when all of the above factors are present, a transaction is recorded as an assignment of a property 
interest.· .. 

Under an assignment, a substantial portion of the proceeds which may be received by the company 
is dependent upon the elective continuation in . the arrangement by the assignee. Accordingly, the fair 
value of potential future proceeds to be received cannot be determined. Any nonrefundable amounts 
(includi,ng any nonrefundable amounts which may b~ recoverable by the payor out of potential future 
production). are credited t<;> the carrying value of the property. Amounts received prior to production 
in excess of the carrying v·alue of the property are credited to income. If production cQmmences, any 
subsequent· production payments received by the company are credited to ~come and· the remaining 
carrying value of the claims or leases, if any, is amortized over future estimated production. 

The costs of abaadoned mining claims and leases constituting an entire area of interest are charged 
to income. The costs of abandoned mining claims and leases which are deemed nonessential to a 
retained area of interest are allocated to the retained acreage . 

. F acflities and Equipment: 

Facilities and equipment are carried at cost. The cost of facilities apd equipment acquired with 
cash or its equivalent is the amount of cash or its equivalent given for such properties. The cost of 
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SIL VER BELL INDUSTRIES, INC.· 

(A Developme~t Stage ·Corporation) 

- -NOTES TO ·FJNANCIAL STATEMENTS (Continued) 

2. Summary of Significant Accounting ·p_olicies (Continued): 

facilities· and equipment acquired through the issuance of common stock is the estimated fair value 
. of the stock given for such properties at the time such· properties are acquired. Maintenance and repairs 

.. : . : are ~harged against income as iJ:icurred.. Expe~ditures . for · major . bet term.en ts. are capitalized.. · Gain . 

. _., ·. ·c,r loss on··retirement ot disposition iof 'facilities ·ancCequipment-is· .. iiicluded.' iti ... income . .. · .· · · ,.. · . 

As a result of· ~ . shutdown <?f milling and mining operations during the years ended March. 31, 
,.1976, . 1°977, and 1978, no depr~ciation on facilities and:' eqllipment :has been· .. charged to jncome for ... .. 
those ' periods. . . . . ' . ' ' . .. ' ' -

Except for $_15,000 of fire insurance ·on milling facilities~ the company is self-insuring ·its facilities 
:and equipment. · · · 

E~ploration and Development: 

Exp !oration . costs ( those expenditures incurred 1n the search for and definition of commercially .. 
reco.verable reserves) are charged against income as incurred .. Development costs (those expendi­
tures .incurred · in connection with bringing a property into production after it has been determined 
that a commercially recoverable reserve exists on the property) are capitalized to the related property·; 

. ' ' 

3. Note :Jleceivable: 

The note receivable is from a Director and Officer. On May 11, 1976, the Board of Directors 
authorized the sale of undeveloped 'real estate (which had a carrying value of $98,086) to a Director 
.and Ollfcer for a total consideration of $196,000 which was considered by the company to approximate 

. fair value. Tbe·_sale was finalized on June 30, 1976 .. Consideration· was comprised of a $100,000 down 
payment and·~ 7% note for $96,000. Payment of $50,000 plus _accrued interest was received by the 
company on Ma.rch 31, 1977 and $46,~0 plus accrued interest receivable was due March 31, 1978. 
I~ter~·t -was received through March· 31. -'1978. and . the due date has been extended until February 1, 
1919. -The unpaid balance is collateraliied by a Note and Deed o(~ rust on the undeveloped real · 
estate which ·was sold. 

4. Notes Payable: 

Notes payable as of March 31, 1978 ·consist of ·the following: 

_7% uncollateralized note; date~ March 29, 1974 and originally due April 30, 1975; 
extended at _various times; as of March 31, 1978 the note was due April 30, 1978, 
but subsequent to the balance sheet d_ate the note was extended to April 30, 1979.-....... . 

7% uncolfateralized note; dated September 6, 1973 and originally due 
September 6, 1974; extended at various times, most recently providing 
that the note is payable in its entirety plus interest on May 31, 1979 .... .-............... ~ ......... . 

5. Commitments and Contingencies: 

. $12,070 

50,000 
$62,070 

The asse-ts acquired from Petro-Nuclear Ltd. ( see note 10) include an approximate 35% · interest 
in . a joint venture formed to explore and d~velo·p certain uranium properties in Wyoming. The 
company is responsible for its proportionate share of the capital · expenditures for the mining and 
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SIL VE.R BELL .INDUS'IlUES~ INC. 

('A Developm,'1t Stage Corporation) _ 
. . . 

NOTES TO FINANCIAL STATE~ENTS (Continued) ·. · 

5. Commitments and ~ontingencies . (Contino~): . .. . . . 
• ' • • ~ • • • ' • • • : ,. ' • • • • ' • • • • ' • I,.. • . • • • : . • ••••• : • •• • : • 

:_;· :··.,'.: . . _::: · __ ·_.-.. · ... "-'. :..-.. :· · __ n:iilli~g qf -: ~r~iwn .;~serves on . the· -properti~~~ . ~ut ·may'--elect-.-tcr .Jjave ·such ···e~periditures carriecf by' ·:: . ·. _·._ 
- · .. , :·. :"::'- :·· :_: :_ · .. · ·-·. :- .. · :_the opet;iior ·and ·. amortized from 90%. of . the -production attributable to its · intere~t. -- Tbe company. : .. 

:~ .·.. ,... has been informed --~y the operator that i~ has been carried-,for -approxima~~ly.'.$10,27~,ooo of ~xpe~d.i:· · .. ,, .. -· . 
tures as of March . 3.1, :197~. This amount has · not ~en :reflected ·in .the financial statem_ents. · .. · · .... ·: . . . . . ' . ·. . . . . . . . . . . ~ . . . . . 

. The c9~pany is committed to make -an ·a_nnual_--paymen_t _9f_ $20,000. for ·certain. mining cl~ims 
·. pursuant"-to a May 1970 option agreement (ame)lded_ in January 1'972).· Through March 31, .1978, 
--the . co~pany has iµet th~· requirements ·of the agreement, as amended. Pursuant to . this. agreement, 
future option payments totaling $100,000 ~e required relative -to these cl~ims. · _This amount is .not 
reflected· in the balance sheet as of March .3~, 1978. In addition, the coinp~y is committed to make 
annual-payments totaling $3,600 for certai~ other· mining ·ciaim~ p~rsuaot to the c1bove noted agree­
ment. f.ursuant to this agreement, future option ·payments of approximately $77,500 are required 
relative to these claims. This ammint ·is no~ reflected in the balance ·sheet as· of March 31, 1978 . . 
If all of· the above minimum option payments are not made, the claims · revert t~ the original owilq. 

Under current agreements the required --arinual assessment work to maintain rights in most -of 
the unpa~ented . ~ining ·claims will be_ performed' by 'others. ·-· . . 

See note 6 for data as to common stock reserved and contingently issuable. 

-fn· conne~tio.Q. with option, sale and assignment · agreements relative to certain of the company.'s 
·mining claims and ieases, the company may·receive additio(la] proceeds in the form_ of option payments 
and minimum_. advance and production r~yal~ies in . the fl,Jture. 

6. Common . Stock Reserved and Contingendy lssua~~: 

· Stock Options:· 

At March · 31, 1976, options to buy· 361,200 · shares of the company's common stock were 
outstanding to certain stockholders of the company. During -the fiscal, year ended ·March '31, 1977 
no additional opti.ons were granted and options .for 96,73,2 shares were exercised (9,332 and 87,400 
for $.75 ~nd $1.00, respectively, per ·share) . · 

. As of March 31, 1977, options to buy 264,468 shares . of tbe. company's c_ommon stock were 
. outstanding to certain stockholders of · the company. Included therein were options for 30,000 shares · 
at·:$1.00 per share. outstanding to a Director and Officer of. the company. T~e options were- granted 
in connection with the . acquisition of ~ining claims and leases and in connection with certain financing 
arrangements. At_ various times the expiration dates of these options have been extended, and as of 
March 31, 1977, they were due to expire on September 30, 1977. Data relative to these options as 
of . March 31, 1977 follows: 

Initial 
Fiscal Year 

Option Granted $.75 

1971 .. _ ............................ . 

1972 .. _ .. ····-···. ······-· ······· ... . 
1973 ................... ·-··········· . 130,668 

197 5 --··················-··········· 
Totals ....................... __ ...... . 

20,000 

1'50,668 

Option l'ri~e 

$1.00 

35,000 

35,000 

·96 

Totals 
$1.25 Shares Dollars 

22,800 · 22,800 $ ·28,500 

6,000 6,000 7,500 

50,000 180,668 160,501 
55,000 50,000 

78,800 264,468 $246,501 

' .--··· ·· -- .... · · ·· · ---··- ··1 
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SIL VER BELL INDUSTRIES, INC. 

( A Development Stage Corporation) , 

NOTES TO FINANCIAL Sf ATEMENTS ( Continuetl) 

6. .Common Stock Reserved and Contingendy Issuable (Continued): 

. . . Option prices at the date. of the grants were established by the Board of Directors. The options 
. :, .· ........ ,were ex~rcisable at the dates ·of the grants, or ,the.reafter; and in· certain .cases (inc1uding. all exteiJ~ions . .. . . 

.. . · :· ·:.-·,/ :,:' ...... ~·.::·:·:during· .fiscal .. .i,977-)-.. ~er~: s_ubject to· ·µte aya~l~b.iliity:·:_Of..,a~~~.~~ :~d: ·u.n~sl:l.e~ ;.st~~· .. MI: µiaieria~ . ·. · ... · ·/: ... · .. ·_ :··_. ··- · 
-·option grants were mad.e at prices equal to or in excess of es.timated fair ·value of t'1e: stock. Accordiqgly ,. · · · ·: : · · 

, .. 

' 

I 
I 

I-
I 

t 
I 

: .. . 

I 

.I 
i 
I 
i • 1 

CHEV 005297 

. -. there h_ave .. b~n no ~barges to !nco~e in. connection with the options granted.· . · 

·.Durin~-fiscal·· 1978, so~e-'bf ·~he 'above options·· were ~xte~ded to ·March :1{.- 1978,. and options :to 
·· ,purchase the entire 264,468 shares were ·e~~rcised ~t the .prices indicated in the above table ... T:hei:e 
. ·w-~re ~o optjons outstanding at March 31, 1978. · · · · · · · · 

Pending Acquisi.tion:: 
On September 6, . 1973 the company entered into an interim agreement to acquire ·a11 of the 

assets (primarily notes receivable and. unpatented, patented and· placer mining claims) : of The MancQs . 
Corporation in exchange for 125,000 shares of the compa~y's common stock: The Mancos Corpora­
tion has loaned the company $50,000.wbich is evidenced by a 7% uncollateralized note, origina1ly due 
-September 6, 1974, which has been extended at various times and is now due May 31, 1979. The 
. interim agreement with The Mancos Corporation p,rovided, among· other things, that subsequent to 
the date pf :the. agreem~nt: and prior to clo~ing on the agreement, Silver Bell would -not · issue any · 
stock. Silver Beli issued stock subsequent to the date of the interim agreement, however, management 
. i~dicated -tJ:tat' Mancos verbaily agreed to waive the prohibition . regarding stock issuance. Accordingly, 
,125,800-- shares of :silver Bell were contingently issuable in connection with this proposed transaction 

· ai_ March. 31', 1978. · · · · · 

See note .11 · for subsequent event. 

7. Income Taxes 

As of March 31 , 1978, the company has accumulated operating losses for ,tax purpose's of approxi­
mately $1,239·,ooo which amount is available for deduction from taxable in.come of future years. If not 

. utilized, these estimated tax loss . carryforwards will expire as follows: 

.EQlir'H 
M.attb 31, 

' . 

1979 ............ ., .. : .. · ..... ·········· ········· .· • . ... ·. ·········--······-·················-··. ··. ····· ........................ . 
1980 ... · .. · ... · ········ ... · ....................................... ....... ···-···-·······--····-···---··· .... . · ................... . 

1983 ............................... . ·····················-··-· .............. ................. .................................... . 
1984 ................... ....... . : ............................... ...... , ............. , ............................................... . 

1985 .. · ·································· ··············································-····--····················· ·· ............. . 

Amount 

$ .197,000 
263,0QO 

139,000 

245,000 

395,000 
$1,239,000 

Tax returns for the years in which these estimated loss carryovers were created have not been 
. examined by the Internal Revenue Service. 

The company uses the flow through method of accounting for investment tax· credits under 
w~·ich the allowable credit ·is recorded as a reduction of the provision· for · federal income taxes in the 
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SIL VER·. BELL INDUSTRIES~ INC. 

( A Development Stage Corpo~tion) 

NOTES TO FINANCIAL STATEMENTS (Continued) . ' . . . . , .. 

. · . . . . 7. Income ·Taxes: (Continued): · 

,:,_:··,: .... · .. ·:. >: ,. · ... · .. · ·.-. :·y~~':'i~.w~ich s~ch.'credits.-ate·:~tilized. _·u~used investment: t~; :cr~dits"airt_ount }o'' approximately· $2;000 ,·· . ·: · ., ... 
: :_·_-: :-.·. ·. ·: · · .· ... · ·. at March 31 1978. . . . . · . . · · . · · · · . . ··· · · . 

,. ,. 
;:_ 

. . . . . ' . . . 

. • ' ' · . 
. ··"' 
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. . . 

Op~r.ations ··tor_ the years ,ended March .31, 19.76~ l977 ~d 1.97.8· resul~~d . in. :Josses· :for -both. · 
book and t~ purposes~ . Therefore, DQ provision for income taxes ~ require~. 

. .. . 
The book basis of unrecovered costs of mining claims and leases. exceeds the estimated tax basis 

by ·approximately $2,700,000 at. March 31, 1978. .. · 

8. ·Net Lo~ Per Share of Common Stock: 

Net }05.5 p~r share is based upon the wei~ecl average number of shar~s ·outstanding of 5,911,270 
_for the year ended March 31, 1976, 6,067,308 for the year ended March· 31, l'J77 and 7,201,709 for 

. the year ended March 31, 1978. 

9. Rel~ted ~arty- Transacti~ns~ 
. . . 

. Mr. Eugene H . Sanders, President an,d Treasurer and a major stockholder of Silver Bell Industries, 
Inc. has effected various transactions with the compariy during the three years ended March 31, 1978 . 

.The most significant of these· transactions are as follows: 

Convertible Notes Payable: 
Conv~rtible riot~s were issued to Mr. Sanders at various times from 1970 through 1975. The notes 

_were issued for cash loans m·ade by Mr. Sanders to the company. The notes had interest rates of 
· 7% to· '10%. At March 31, 1976, the principal amounts of the notes. totaled $326,605. During fiscal 

1977, these notes, plus accrued in$erest thereon, were ·converted by Mr: Sanders irito 362,190 share.s 
of common stock. 

Stock Options: 
As described in note 6, options_ to purchase 264,468 shares of common stock were exercised 

during fi~cal 1978. Mr. Sanders purchased a total of 30;000 of . these shares during fiscal · 1978 at 
·$1.00 per share. During fiscal 1977, -Mr. Sanders purchased · 20,000 shares undor· similar op,tion 

_·agreemen~. Market values of the stock at the dates of exercise were $1.65 per share (I°0,500 shares) 
and $2.1 0 per share (19,500 shares) and $58,275 in total in .fiscal 1978, and $1.75 per share and 
$35,000 in total in fiscal · 1977. There were no options out.standing at March 31, 1978. 

Bonus: 

Pursuant to resolutions by the Board of Directors, bonuses of $50,000 in fisc·al 1978 and $150,000 
in fiscal I 9,77 were authorized to a Director and Officer of the company (Mr. Sanders) . . The bonuses 
declared were · appJicable to more than one fiscal year, and certain amounts were prepaid at the end 
of each fiscal year. Accordingly, $77,650 was charged to expense in fiscal 1978 and $28,600 has 
been reported as prepaid officer's bonus at March 31, 1978, and $93,750 was charged to expense in 
fiscal 1977. 

Sal~ of Undeveloped Real Estate: 

A s described in note 3, certain undeveloped real estate was sold to a Director and . Officer of the 
company (Mr. Sanders) during fiscal . 1977. 
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SIL VER BELL INDUSTRIES, INC. 

( A Development Stage Co~ration) ·, 

· NOJES TO FINANCIAL STATEMENT$ (Continued) 

. . . 
9~ Related Party Transactions (Continued): 

Various members of, the Board of Directors effected transactions with the company during . the 
three .~~ars ended .March 31, 1978·. A summ.ary of the most significant of these transactions follows: 

./ .. \.{.:/:_.· ·.\' : ... ·.:.: :<···_. ·Ciin·~;riibie· No~es· Payabie: · . .. · . . · .... · ': .:· ,. ·· · ..... ·.-.. .. :: · .... ·,.· · .. · .·· .. :· : ...... . :' .· ... ·· . .. · ,. .. . . .·• · ..... :. 
t I ' • • ' • • "• • 

. . . . . 
. · ·. 

. ·. : . 

I . 
I , .. 

l 
. , 
t 
\ 

.. . . :'· . 
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Convertible notes were issued in . p'rior · periods t~ various individuals who were ~embers ·-of the 
)3oard .of Direct<>~ during all or part of .fiscal 1977.. The nptes .were iss~ed primarily for cash loans, 

. ancr had interest . ra'tes · of 1%..:10%~ . Duri_ng . fiscal: 1977, ·au of : these .'convertibl_e . notes (wNch .·had;. 
pr·in~ipal amounts totaling $64,313 at March 31, 1976) were convert~. (plus .int~rest) into 73,650 
s~a·res .of common stock . by individuals ( excluding )dr. Sanders) . who were members of the Board 
of Directors during all or part of fiscal 1977 . 

Stock Options: · 
Options to purchase 96,732 shares of common · stock were ·exer~ised during fiscal 1977. A 

member of the Board · of Directors ( excluding Mr. Sanders) purchased 30,000 of th~se shares. 
Market value of the stock at the date of exercise was $1.75 per share or $52,500 in total Excluding 
Mr. Sandt;rs, none of the members of the Board of Directors had remaining options to purchase 
shares at March 31, .. 1977. As d~cribed i? note 6, there were no options outstanding at March 311 1978. 

10. Litigation: 

In November of 1972,. the company acquired substantially all of the assets :(primarily undeveloped 
mining ~laims and leases) and assumed substantially all of the liabilities of P~trQ-Nuclear Ltd. in a 

· pontaxable transaction for 1,200,000 · shares of. the· company's common s-tock. In addition, subject 
t<;> shareholder approval of an. increase in the authorized shares of the company, and subject to otper . 
matters, the. company agreed to-issue to the former shareholders of Petro-Nuclear Ltd. up to a maximum 

·. · of 8~01009 additional shares of the company's common stock.. · 
. . . 

Commencin·g i~ November _1975 the· company has been involved in litigation with the former 
shareholders of Petro-Nuclear Ltd. involviag claims and c.ounter-claims relative to th~ ~cquisition of 
Petro-Nuclear Ltd . 

. Agreements for settlemeat. of these lawsuits and for equitable settlements with non-litigant 
former shareowners of Petro-Nuclear Ltd. were entered into in December of 1976. Two. agreements 

. provided for the issuance and delivery of a totai of 280,269 shares of Silver Bell stock. to certain 
. litigants i~ final settlement and to certain non-litigants in equitable.settlement of all asserted or potential 
claims relative to ·,their interests in the Petro-Nuclear Ltd. acquisition. A contingent agreement. with . 
the remaining former shareholders of Petro.:.Nuclear Ltd. provided for the issuance of 321,406 shares 
of Silver Bell stock and· promissory notes totaling $128,284 in settlement. The 321,406 shares and 
the notes were placed in escrow. 

The conditions of the contingent agreement were not met and, accordingly, the contingent agree­
ment with the remaining former shareholders of · Petro-Nuclear ~td. .became of no force and effect. 
The 321,406 shares and the notes were removed from e.scrow in April of 1977. 

In September of 1977, an agreement for settlement of ·the lawsuit was entered into with the re­
maining former shareholders of Petro-Nuclear, Ltd. The agreement provided for the issuance and 
delivery of a total of 400,000 shares of Silver Bell stock to the remaining litigants in final settlement 
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SIL VER B~ INDU~, INC. 

(A· Development Stage Corporation) 

NOTES TO F~~CIAL STATEMENTS (Co~~~ned) 

10. litigation . .-(Continued.): ... 

·i:._ · ...... . -. :: __ .. ~--._:. -;_ .-.- . ~f. ·all·_.-.asserte( or: potential·'cla:ims· ·Ielative ··to . their··· i~terests' · fo ::th~ Petr6~N~cI6ar. Ltd . . acq·~·isiti611~ ._.· 
,:-:.: _, ·· .. -:· ~-: .. --- · __ :- Such shares were issued and delivered on September 29, 1977. . . 

- ·'. . . . . ·As ~ resulr· of ;he: above, .there· is no re~aini11g .litig~tion :w_ith respect to the P~trer_Nu~lear-Ltd. 
· -' acquisiti9n ·as .of .March 31, 1978. · · · . . . · . · . · . 

. . ... 
. . 

. . 

The estimated fair market values at the times of issuance of the shares of common stock issued . ' . . 
during ·fiscal· :t978 and 1977 for final settlement with all of the li1igants iri the Petro-Nuclear Ltd. 
litigation·,: as described above, have been charged. to the mining claims arid leases account ( and credited 
to appropriate stockholders~ equity) during. the appropriate year. To the , extent that proper ties which 

. · were included in .the Petro-Nuclear Ltd. acquisition have been sold in current or prior periods, amounts 
·. - . otherwise currently -allocable to such properties have been charged to income during both fiscal 1978 

and 1'977. 

11.. S_ubsequent Events: 

The following· significant events occurred subsequent ·to March 31, -1978: · 

Sale of the Company: 

As _of May 15, 1978, the company entered into an agreement and plan of reorganization with 
Union Oil Company of California (Union) and Minerals E~ploration Company .(Minercµs), a wholly­

.. owned subsidiary of Union. The agreement provides for the transfer of substantially· all of the assets 
-.of the company to Minerals in ex~hange for 418,095 shares of Union co~mon stock and the assump..:: 
tion by Minerals. of certain liabilities and obligations of the company. The transactiqp is intended to 
qualify under Section 368(a) (1) (C) of the Iriternal :Revenue Code of 1954 as an exchange_ tax-free. 
to the company: Pursuant to this agreement, certain information will be filed with . the Securities and 
Exchange Commission to complete this transa~tion, and .the agreement requires approval by at least 
two-thir~s c:>f the holders of the company's outstanding common stock. If the agreement is approved, 
the Union stock will be distributed to the s tockholders of the company according to their respective 

.: interes~s and Silver Bell will then be dissolved pursuant to appli_cable state laws. 

_ qancellation of l'!terim Agreement with The M~ncos Corport;Ztio'!: 
on· June 19, _1978, the company- signed a Conditional Release· Agreement which provides for the 

cancellation of" the interim agreement described in note 6. Accordingly, the 125,000 shares of Silver 
Bell which were contingently issuable at Ma rch 31, 1978 will not be issued. Closing and completion 
of the Conditional Release Agreement is dependent upon approval by Mancos, Union and Minerals 
of an agreemen-t for. Minerals to acquire all of the assets · of .Mancos in exc:tiange for Union stock. The 
agreement between . Mancos, Union and Minerals is contingent upon completion of the agreement 
between Si~ver Bell and Minerals, and must be approved by the holders of at least two-thirds of 
Mancos common stock. 
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SIL VER BELL ll\JDUSTRIES, INC. 

( A Development Stage Corporation) 

UNAUDITED- SUPPLEMENTAL INFORMATION RELATIVE TO 
CASH RECEIPTS AND DISBURSEMENfS 

The following js an unaudited schedule pf cash :receipts and disb~r~_ements for the three month 
· period,ended- !une 30, 1978: 

• ,:-• • • ••• 'r . . . 
.. -p~\~H.}l,EC.~r~rs_ ..... .. ,... , .. .-. ..... , ...... . ... . · .. . .. ··: . ,. . ...... · .. ,·· .. ·.· 

· Lease security deposit re"fu'rids· .. ~:.::.-....... :.,.: .. : ...... ~-~-.. : .. :· .... ·.·----~---·-····-····-·: ....... , ... :: .... . 
CASH DISBURSEMENTS 

. ' 

G l d d . . · · · ·· 1 
· . enera an a m1n1strat1ve .... , ...................... _ ... ;.·.: ....... .................... _. .. : .. _ .•...... , ............. . 

Exploration ............... .' ............... - ....... .- ........... ········-·-········· ····-··········.·· ······-· .......... . 
. Other ......... ..... ........... · .... ... · ............ · .. · ....... . · ...... ...... · . ........ · ........................... · .· ... _ .. . 

Total' Cash Disbursemen.ts ...................... ..... : ..... ··-··············.············-·····-········ ·········-· 
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·$36,264 
·6,230 

·. s,010 
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THE MANCOS CORPORATION 

UNAUDITED FINANCIAL STATEMENTS 

December 31t 1_977, 1_976, -and 1975 
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Board of Dir~ctors 
The Mancos Corporation 
. ~ocky· Ford, Colorado 

. , . · . . ' 

ACCOUNTANTS' DISCLA.IMER OF. OPINION 
.,,, 

.. 

.. 

. ·, The -accompapying balance ·~beet of The Mancos ·corporation as of December. 3.1~ 19.77,. 197.6,. and.· 
:,:·"i91s;·':~n:ci .. th~ i:-elatecf ~Uitemerits · d{:operati~~s. acc~m·~·~-t~.' deficii'. '~d ·ch~ge{in fin"an.cial ·p<)sition 

· for th~_Ye3:1°S the~ ~Q~ed were ?Ot au.~ited ."·by_ U~ . . and accordingly we '.e~press ~O 'qpin~o·~ ... o~ th;em. 
. . 

• I 

., 
'• ,, 

. March 2, 1978 except for Notes 
·: 3 and 6 as to which the dates . ' ' 

·• are ·March 3l,-197& and September 
. 27, 1~7~·: .... 
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CURRENT ASSETS . 

TUE· MANCOS CORPORATION 

BALANCE SHEET 
· (Unaudited) . 

December 31, 1977, 1976, and .1975 

ASSETS 

1977 

. . 

· ;--.· Cash· in '·bank::.~~--~~:-~·.L:.~· .. :;·:·~ . .-.~ : .. :~-~:.~ .... ~~: .......... ~~-~:-.. ~·.:·:::~ ... -~. -~--'.. ·. $ · 36"i 

' 

Interest_ receivabJe: .... : ........ ~ ................. · .......................... ~:.: ..... . 1,613 . 

TOT AL CURRENT . ASSETS ................................ ! .. . 1,980 ... , . . 

LAND, EQUIPMENT ANb · BUILDINGS (Note ·1A) 

Land ................ · ........................................ ......... · ........ · ........ : .. . 
. . 13,417 · 

· Equipment and buildings ............. ~ .................... ; ........... : ..... · ..... . 2·1,540 

34,957. 
Accumulated depreciation ....... · .......... ~--:··························:·······: 14,946 

NET LAND, EQUIPMENT AND· BUILDINGS ..... 20,011 
OTHER ASSETS 

Note receivable - stockholder- (Note 2) .................................. . 30,000 
_Note ~eceivable - Silver Bell Industries, Inc. (Note 3) .......... . 50,000 

. Development a!}d exploration cost (Note I B) ......................... _. 
Reorganization cost .(Note lC) .................... ~ ........ · ........ :~ ........ . 

133,980 
9,983 

TOTAL OTHER ASSETS .................................... 
0 
•• • • 223,963 

TOTAL ASS,ETS ... -.a, .•. ..•••••••. .. .•.•••.••••.••• : •• ...... .••.. •.••••. $245,954 

LIABILITIES AND STOCKJIOLDERS' EQUITY 

CURRENT LIABIL1TIES 
. .. ' 

Accounts payable - trade .. ·.···-····.--·-···········--·-······s·······": .... . , .... . $ 100 
:Accrued payroll.~.-..... ··:··-·· ..... -~ ............. : ............... -···--· ... : ...... . 356 

. . 

Accrued payroll tax ...... : .......................................................... . 241 
Accrued property tax ................................. 

7 
••••• : • • • •••••••• • -••••• • •• • • • • 809 

Def etred inte.(est income .......................................................... . ..:..o-
':{OT AL CURRENT LIABILITIES ............. ............. . 1,506 

STOCKHOLDE~S' EQUITY 

· Capital stock (Note 4)··· ·········-·········-······· ·············-···-············- 17,652 
. Paid in cap~tal .......................................................................... . . 362,222 
Accumulated deficit ..................................................... ............ . (135,426) 

TOTAL STOCKHOLDERS' · EQUITY .................... . 244,448' 
TOTAL LIABILITIES AND STOCKHOLD_ERS' 

EQUITY .......................................... ....................... . $245,954 

1976 

' $ . ··2,1~i·{ . 

559 
2,756 

13,417 
21,540 
34,957 •' 

· "14,946 

,.20,011 

30,000 

50,000 
133,980 

9,983 
223,963 

$246,730 

$, 100 
346 
262 

955 
-0-
1,663 

17,652 
362,222 

(134,807) 
245,067 

$246,730 

These Unaudited Financial Statements Should Be Read Only In 
Connection . With· The Accountants' Report, Footnotes And 

Statements Of Accounting Policy. 
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,1975 

·$ '·.· ·1 66:3° 
. .. .. 

. ' . . ·. 

. :. :·· .. ·· ·:-··· . , ,·.'.: .. 
•: . : . . : 

t2S9 
2 922 . ~ 

l • w : • • 

13,417 
21,540 

.. 34 957 , . 

14,946 

20,011 

30,000 

50,000 
133,980 

9,983 . 
223,963 

$246,896 

$ 100 
348 
221 

955 
1,797 
3.421 

17,652 
36,2,222 

(136,399) 
243,475 

$246,896 
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1HE MANCOS CORPORATION 

. ·STATEMENT OF OPERATION$­
(Unaudited) 

. ' . 
F~r the Years Ended. December 31, 197"1, 1976, and 1975 

1977 ., 1976. · ... .... . 1975 • .·, ' · :,:'. _.- ,,.: · 

· ... ·:: '-::;-.:· ·_"."'INCOME ,: . · ... _ ... · .. ·._··::···.-· . .·_ ...... :. ~ . ·-· . . _ __.____ ---- ·-·-----
.. .. 

Interest.:· ............ ········-····-···-······· · ............. · ........................ ....... ..... :.... $ 5,517 
Royplty income ... _..--.. 7. , •. - ·: ~ . ...... ....... ...... .. ... 7 ... · • . ·· - - • _ . __ · • •• : ··-- ··----·---~·-· •• •• _ · __ 20_3_ 

$ 7,980 $ 5,~· 
197 · · .. 351 ---

'. . ·:TOTAL ~COME ............ ~ ................. .-.................. _ .......... :......... . 5,720 8,177 · 5,951 
. OPERATING EXPENSES 

Accou~ ti~g ... _______ . ·---·-_______ .... _____ .................... · _ ................. ......... ·····-·-··- 200 -275 
.Amortization.7: ................ ~; ............. ....... : ............ ~--·· ... .". , ... · ................ : ... _ -0- --0-

Insurance ............. ··········-··--··-··--·-·-······-·-· ......... · ...... · ....... · .................... . 155 120 

. I.,egal expense ........................... ; ........... ; ..... · .......................................... . 15 24 
-Salaries ...... · · ...................... .. .. · ........................................ · .......... · ........ .. . 

· Taxes - _p·ay~~ll ........................................ : .......... ·.~--~---·····-····-····-······-··· 
4,800 4,800 

418 369 

Taxes-. property ........................ :·-···-- : ............ · ......... :·······:··················· 699 955. 
·Office supplies apaexpense ....................................................... : ..... ~...... 47 42 
Interest expense ... :· ........ : .......... ....................... , .......... :............................. 5 -0-

TOTAL OPERATING EXPENSES ......................................... · 6,339 6,585 
NET INCOME (LOSS) FOR THE YEAR .............................. $ (619) $ 1,592 
.INCOME (LOSS) PER SHARE-(Note 5) ..... · .. ·~---···············-~·-·· $(.00035) $ .0009 

These Unaudited Financial Statements Should Be .Read Only In 
Connection With The Accountants' Report, Footnotes And 

Statements ·of Accounting Policy. 
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265 
3·s 

--0--
32 

4,800 
302 

993 
41 

-0-
6,471 . 

$ · (520) 

$(.0003) 
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· , 

THE . MANCOS CORPORATION 

STATEMENT OF ACCUMULATED DEFICIT 
(Unaudited) · 

For the Years Ended Dece~ber 31, 1977; 1976, and 1975 

1977 1976 . . 1975 

ACCUMULATED DEFICIT- January 1------~·-···--:------·--·-····----- $.( 134,807) $ (136,399) ·. $(135,879). 

. · .. . : . :. ~ ... 
· ··j ·;.· 

.• ·:· . 
. .. \ 

Net income (Joss) for the year ended December 31. ___ ····-········-···-·· 
· · · ... · .. ,. ·. ·: ·ACqJM°I.JLATED DEFICiT ~ Decemb.er· 3 i.~~-~--~-.. -~---~-~--:-·~~~-:.· ____ : 

(619) 1,592 · (520) : · ·.· . 
--$-1-35-A-'---'.i---'6)° .$(134,80'7) $(136,399/ ' ··.: :·_.·. > .... 

.! 
i 

: t . 

l 
I 
I 
l · 
l 
I 

l 
I 

f • J, 
f 

These Unaudited Financial Statements Should Be Read Only In 
Connectior:i With The Accom1tants' Report, Footnotes And 

Statements of Accounting Policy. 
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THE MANCOS CORPORA110N 

STATEMENT OF CHANGES IN FINANCIAL POSITION 
(Unaudited) 

For the Years Ended Decemb~ .31, 1~77, 1976; and 1975 

· ·. 1977 1976· 

.FINANCIAL RESOURCES . WERE PRbVIDED' BY:' .. ; ·' .' ..... _. ,· .. :_- · .. : .. · . . . -·> : .· ... ·. ·. -~ 
·. Net incoII?,e fo~ the period ........... ~--············-~············· ·· ... _. ..... :_. .......... . $ + 

FINANCIAL RESOURCES WERE. USED FOR: 
. . Net ~oss"_for the peri~d·~·-·················· .... .-.. : ................ ; ..... : .... ·............. ( 619) 

Less expenses_ not requiring outlay of cun:ent 
working capital - amortization ... ............ :: ............ ......... '.···~······· --0-

INCREASE - (DEC~EASE) IN WORKING CAPITAL. ... .. $ (619) . 
ANALYSIS OF INCREASE (DECREASE) 

IN WORKING CAPITAL 
Increase (decrease) in current assets: . 

Cash in bank: ........................ ~ ........ .' ............................................. . 

Interest receivable .......................... ,. ................... ......................... . 

(lncreas_e) decrease in current liabilities: 

Accrued payroll ..... .................. ~ ............... ......... ................... : ...... . 

Accrued payroll tax ......................... .' ..... ~---·································· . . 

Accrued property tax .. ~ ..... .-.. ·-·:························· ·'·················-~·-···· 
Deferred interest income ......... , ............... :. ............. .... .............. .... . 

_· INCREA~E (DECREASE) lN WORKING CAPITAL. ... 

$(1,830) 
1,054 
(776) 

(10) · 

21 
146 

-0-
· 157 

$ (619) .-

.$ -1,592 

-0-· 

-0-

$ 1,592 

$ 534 
(70Q) 

(166) 

2 
. (41) 

.-0-
1,797 

1,758 
$ 1,592 

These ·unaudited Financial Statements Should Be Read Only ln 
Connection With The . Ac_countants' · Report, Footnotes And 

Statements of Accou9ting Policy. 
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. · 1975 
. : ', 

$ -0-

.(520) 

· 38 

_$, (482) . 

$ 837 
513 

1,350 

(24) 

100 
(111) 

(1,797) 
(1,,832) 

$ (482) 
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THE MANCOS CORPORATION 

NOTES TO UNAUDITED FINANCI.At-STATEMENTS 

December 31, 1977,. 1976~ ·and 1975 

Note t Significant Accounting Policies 

IA-· La.nd,. ·buildings and equipmerit are recorded a t cost Depreciation on the equipment and 
. ~uildiilgs has· bee.n ~erpporarily susp~nded · .. since. they are . not presently being utilized. It js felt by 
management this non~u sage substanti'aily.haits deprec.iati~n'.' . .·.· . . .. . ·· .. · .... : . . ': .. · . . ·.-..· .. .. 

' , , . ' 

lB .- Development and exploration costs are rec~rded· ~( co_st ahd .are .not being amortized until 
·. such time· as ·produ.~tion sta·rts and the benefits of these expen~itures · .. accrue. to the Company. . If 
· productio~·. is riev~r resumed,. development and explo,;ation cost would hav~ minimal value. 

l ~ - ~eorganizatio11 cos~ are·. recorded -at cost and are not · being a~ortized. T~ey consi.st . of 
legal fe~s ·relat~d to the. pooling of interest reorganization of ·u.s. No Joint Concret~ Pipe Company, 
'First National ·OH .and Minerais·Company; Red Arrow Gold Corporation and: The Mancos Corporation 
o~ July 10, 1970. · 

Note 2 . Note Rece~"able-Stockholder 
This note is -due Noven;iber 29, 1978, bears interest at 7% per annum and is unsecured. 

· Note 3 Note Receivable:- Silver Betl Industries, Inc. 
This 7% uncollateralized note; dated Sep~ember 6, 1973, aad originally due September 6, 1974; 

extended at various times, more recently providing that the not~ is payable in its en~irety plus :interest . 
on May ~H, 1979·. 

Note 4 Capital Stock . 
There are ·s,000,000 shares of $.CH par value shares of common stock authorized. There were 

·I,7~5,21.9 shares issued and outstaqding at_December 31 , 1977 . . 

'Note 5 Iiacome(Loss·) Per Share 
Income _(loss) . per share was COI1':}pUted .. using th~ weighted average· number·. of shares outstanding 

during· the year: · 

· Note 6 Supplemental Information 
Una~dited infoonatiQri r~lativ~ to c~h receipts and (.Hsbu{Semeots. for the period January 1, 1978 to 
June ·30, 1978. · 

: · ' • ' 

. . , 

· Cash Rece.irts: 

Interest. ._-· ...... ·--............ :--· __ ....... ·--·~-............ --··.---·--._··-.. __ .... --··-·--· ..... -·.: .... ----·· ...... __ ...... . 

Leases_. _______ ... ·· ... ·· ········· ·-··-··-····-··--······.···········-····-·-···-·.····_ ...•.... _. . ........... ......... :···- _. .. . 

TOTAL CASH RECEIPTS 
Cash Disbursements: 
Wages and pay Ioli taxes ............ ~ ............................. --··-·-········· .... .............. .. ·····-·······--·-··· 

Property taxes ..... · .· ........ ···································· -·················---~ ........ .', .......... : ............... --
' Accounting.··-· .................................................. : ..... ··-·-······-·· .. ········-········· ..... · .............. , .. 

Colorado corporation reports .......... ·····-·· ........... ··-···· ......................................... ·~········- --· 

TOTAL.CASH DISBURSEMENTS ............ ................... : .. ·.·~·-············· ·················· 
CASH RECEIPTS OVER CASH_DISBUR_SEMENTS FOR T~E PERIOD ....... . 

109 

$4,254 
106 

4,360 

2,245 

809 
19S 
90 

3,339 

$1,021 
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PLAN OF LIQUIDATION, DISTRIBUTION OF SHARES 
AND DISSOLUfION OF 

SIL VER BELL INDUSTRIES, INC. 

ANNEX I 

The following Plan of Liquidation, Distribu_tion of Shares, and Dissolution of Silver Bell Industries; 
Irie .. (the '"Compa'ny·") ~. hereinafter ·called the·· :"Plan", sh~ll be : effective only :upo'ri_ ... the ·-adoption-,,.and ... 
approval of the Plan at a meeting of shareholders of the Company by the affirmative vote of ·the holders 
of record of two-thirds ·(2/ 3rds) of the outstanding shares of the Company. The day of such adoption .. 
and· approval by the shareholders is hereinafter called the "Effective Date." · · 

1. As promptly as practicable after the Effective Date, but in J;lO event later than one year after 
the Effective Date, th~ Company .shall be d_~ssolved in acc~rdance with the la~s of the .state of Colorado. 

2. Aft~r ~e Effective Date, the ~ompany ·wil, cease t~e. _active conduc.t <?f its business a~d will 
wind up its affairs within the 12-month period· beginning on the Effective Date, liquidate and distribute· 
all of its a_ssets in complete liquidation, less any assets retained or distributed to Jl]eet claim& ·and liabilities. 

3. The officers and directors of the Company ~re authorized from time to time to negotiate and 
to co.nsumll)a te sales of all or any portion or portions of the properties of the Company · on such terms · 
and conditions as they in their discretion shall deem beneficial to the Company, including the assumption 
by· the P.urchaser or purchasers, of any or all liabilities of the Company. · 

4. All known or ascertainable liabilities of the Company shall be promptly .paid or provided for. 
There may also be set aside and .retained, in cash, securities, or other assets, a reserve fund in an. 
amount estimated by the directors of the Company to be necessary for the payment of estimated 

· expenses, taxes., and contingent liabilities (including expe1;1ses of liquidation, termin~tion of existence, 
distr ibution of assets, and dissolution). If the direct01;s in their discretion deem it . advisable to. 
distribute a reserve foe the aforesaid purposes to a trustee in lieu of retaining the same, such trustee 
arrangement shall be deemed to have been approved by all of tbe shareholders upon the approval 
of this Plan by .the requisite two-thirds (2/ 3rds) ·vote. 

5. Prior. to the e_xpiration of the 12-month period beginning on the Effective Date, all of the 
assets of the Colllpany which, in the opinion of its directors, need no longer be ret.ained or distributed 
to a trustee as a reserve fund c;,r to meet claims or liabilities shall be distributed to the holders of the 
Company's sha.res. 

. . 
. 6. The foregoing ·distributions to complete the liquid.ation shall be in exchange solely .. for, and 

in complete redemption and cancellation of, and in payment for all of the outstanding shares of the 
Company4 The shareholders . shall surrender their certificates. as a ~ondition to any distribution. 

7. · The :aoaid · of Directors will fix a record date for the determinati~n of shareholders eligible 
for any distribution under this Plan. 

1-1 
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PLAN OF LIQUIDATION, DISTRIBUTION · OF SH.ARES 
AND DISSOLUTION OF 

THE MANCOS CORPORATION 

ANNEX II 

The following · Plan of Liquidation, Distribution of Shares, and Dissolution of The Mancos · 
· Corporati(?n .(th.e ".Company" ),. here~11after call~d .the "P~an",_sp.al(be effe.ctive.o_nly ,upon. the aqoptioii . . 
· and approval 6fthe P·lan ·at_ a'·rneetiog of sha.reholders of the Coinpany .by the . affirmative vote ot' .the . 
holders of record of two-thirds (2/ 3rds) of t he outstanding shares of the Company. T~e day of such · 
adoption and approval by the shareholders is hereinafter· called the. "Effective Date". 

. . . ' ' . . . . . . . :. 

1. As promptly as practicable after the Effective l)a_te, but in no e~ent later than one year 
after the Effective Date, the Company shall be dissolved in accordance with the laws of the· St".te of . 
Colorado . 

. 2. · After the Effective Date, the Company· will cease . the active conduct of its· business and will 
. wind up its affairs within .the 12-rnonth period begiiming on the Effective Date, liquidate and distribute 
all of its assets in complete liquidation, less any assets retained or distributed to meet claims and 
liabilities. 

3. The officers and directors of the Company are authorized from time to time to negotiate 
and to consummate sales of all or any portion or portions of the properties of the ~ompany on such 
terms and conditions as they in their discretion shall deem beneficial to the Company, including the 
assumption by the purchaser or ·purchasers of any or all liabilities of -the Company. 

4. All known or ascertainable liabilities of the . Company shall be promptly paid or provided 
for. There may als.o be set aside and retained, in cash, s~curities, or other assets, a reserve fund in 
an·. amount estimated by the di rec.tors of the Company ·to be necessary · for the payment of estimated 
expenses, tax~s, and contingent liabilities (including ·~xpens.es of liquidal:fon, termination of existence, . 
distribution of assets, and dissolution). If the directors in their discretion deem it advisable to distribute 
a reserve for the aforesaid pu_rposes to a . ·trustee in lieu of retaining the same, such trustee arrangei:pent­
shall be deemed to have been approved by all of the shareholders upon the approval of this Plan by 
the requisite two-tbirds (2/ 3rds) vote. · · 

5. Prior to the expiration of the 12 .. month period .beginning on the Effective Date1 all of :the assets _ 
· of the Company which, in the opinion of _its directors, need no longer be retained or distributed to a 
trustee as a reserve fund or to meet claims or liabilities shall be distributed to the holders of the 
Company's shares. 

6. .The foregoing distributions to complete the liquidation shall be in exchange solely for, and 
in complete redemption and cancellation of, and in payment for all · of the. outstanding shares of the 

· · Company . . The shareholders shall surrend~r their certificates as a condition to any distribution. 

7". The Board of Directors will fix a record date for the determin~tion of shareholders eligible 
for any distribution under this Plan. 
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ANNEX Ill ·. . 
AGREEMENT AND PLAN OF REORGANIZATION 

This Agreement and Plan of Reorganization is entered into as of the 15th day of May, 1978, a~ong 
SILVER BELL INDUSTRIES, INC. (Silver Bell), a Colorado corporation; UNION OIL COMPANY 
OF CALIFORNIA (Union), a California corporation; and MINERALS EXPLORATION COMPANY 
(Minerals), a California corporation and wholly-owned subsidiary of Union. · · 

•. · .. . · · : , ,; ··. -.. : : , ·= · .. . ', .· .· .. : . .. ·. ,:_ .. . : ·· . . . : ··. ·.· · . . . ... . . .. . . . ~ . · ... . .·· .·· ; •_ . ... : .· ., . ... : ·, 

! . 
' I 

WITNESSETH: 

WHEREAS;. Silver Bell is a development stage corporation engaged primarily in the acquisition 
· · of -'interests in and 'to mineral properties .and ·conducts exploration thereon directly or through partners, · 

lessees, purchasers, and optionees for many types of minerals; and 

WHEREAS, the Boards .of Directors of Silver Bell, Union and Minerals? respectively, deem it advis­
able in their common best :interest and in ·.the best .interest of their i:espective shareholders that Minerals 
acquire substantially all <;>f .the assets of Silve~ BeI1 pursuant to this Agreement and ·applicable· provisions 
of Jaw and a.s a plan of reorganization ·within ·the purview of Section 368 ( a) ( 1.) ( C) of ·the Internal 
Revenue Code of 1954 as amencled and have approved ·and adopted this Agreement and Plan of 
Reorganization; and 

WHEREAS, contemporaneously with the· execution and delivery of this Agreement, the Parties 
hereto are effecting the reorganization . as hereinafter set forth pursuant to which Minerals is acquiring 
SU bsta.ntially all of the assets of Silver Bell for: . 

A. 418,095 shares of Union's common stock, being the only Class of stock-Union has 0111t-
standing; and · 

B. The assumption by Minerals of certain liabilities and obligations of Silver Bell; and 

WHEREAS., it is contemplated that the shares of Union's common stock issued to Silver Bell as. 
consideration for the transfer of substantially all of Silver Bell's Assets to Minerals ( e·xcept to the 
extent that -sales . of such shares may be made to _provide cash to pay persons entitled. to f~actional · 
shares, to pay expenses of Silver Bell and to make payments to any dissenting Silver Bell shareholders) 
will then be distributed to the shareholde,rs · of Silver Bell in complete liquidation of Silver Bell accord~ 
ing . to their respective interests and ·that Silver Bell will then be dissolved · pursuant to applicable 

· state laws. 

AGREEMENT 

NOW, THEREFORE, in consideration of the premises and subject to the terms and c<;>nditiops: . 
hereinafter set forth, Silver Bell, . Union · and Minerals hereby each agree as follows: 

ARTICLE I 

SALE OF ASSETS BY SILVER BELL 

l.01 The Sale. Subject to the terms and conditions of this Agreement, Minerals shall purchase 
and accept delivery from Silver Bell and Silver Bell shall sell and deliver to Minerals the Assets (as 
·hereinafter defined). · 

1.02 The Assets. The Assets are all properties and rights· of every name and description, real, 
personal, mixed, tangible and intangible, w}_lerever situated or owned by Silver Bell at the time of closing 
hereunder, including but not by way of lim_itation those certain properties substantially as described 

. in ttie schedules attached to and by reference made a part of instrum_ent . styled Assignment· and Con- . 
' . . . . 

111-1 · 
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veyance of Mineral Properties attached J)ereto as Exhibit 1, an~ by this reference made a part . hereof · 
for all purposes; provided, however, the term "The Assets" .shall· not include cash on hand, in banks 
(inclu~ing certificates of d_eposit) and on deposit with third parties as of t~e date of closing. 

. ,· . ·. :._ ·· .... . ·· .. .·. · .. · . ..... ..... ' . 

. ~ ·: ..... .' - .. . ·.. . . ·: . 
: .: . · ·: . . .. . . · · . .. ·· ... ·: . ;_ · ... . ·····ARTiCLE' II' ,. : 

. . · . 
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THE CONSIDERATION 
., . 

. . . ·2 .01 -Consideration.' The consideration for the . A~sets . consist~ 9f: . 

A . . Fo.ur hundred eighteen thousat1:d -ninety-five· (418,-095) shar_es of Unio~'s ·com~o~ 
stock duly registered, as her~inafter provided, to be i.ssued by Union to Silver Bell at the time ot 
~losing. · 

B. The ass~mptiorr by Mi~erals ·. of cer~ain specifi.ed · obligations of ·Silver Bell. 

2:02 Minerals Not A Successor" Corporation. When and if the 'transaction contemplated by · this 
Agreement is consummated, Minerals shall have only acquired ·the Assets of. Silver Ben · and shall not 
be considered as a successor corporation to Silver BelJ; provided; however, Minerals shal.l as of the 
time of closing execute and deliver to Silver Bell an ~strument · whereby "Minerals assumes all of Silver 
Bell's ·obligations under all of those certaio agreements listed in Schedule of Obligations, attached 
· hereto as· ·Exhibit 2 and by this reference made a part hereof ·tor all purposes. Such instrument of 
assumption shall provide (subfect--·to such .. exceptions as are set forth herein and shall be set forth" 
in such instrument) that Minerals shall assume and indemnify Silver Ben against and bold it harmless 
from any and all obligations in connection· with the Assets arising subsequent to the time of · dosing. 
Silver Bell shall remain liable for all obligations not listed in Exhibit 2 or otherwise assumed by Minerals ·· 
including but not limited to obligations to shareholders, including dissenting -shareholders. 

ARTICL~ ill 
THE CLOSING 

3.01 . Time and Place. The Closing with respect to the transaction~ contemplated by this Agree­
ment shall be held on August 31, 1978, at 10:00 A.M. Pacific Daylight Saving~ '.fime, at the offices . 
of Union Oil Company of California, 461 South Boylston Street, Los Angeles~ California 90017, or 
at' such earlier or later ·time or at such other place as_ ·.may be agreed upon by the Parties, such time 
being referred to herei_n as . "Time o( Oosing; ~· · 

3.02 Instruments of Conveyance. At the Time of Closing, Silver Bell shall assign, transfer and 
deliver to Minerals the Assets by executing and delivering the Assignment and Conveyance of Mineral 
Properties (Exhibit 1) and all other insttum~nts, documents of title conveyances, bills or' ·sale, ·assign­
ments and other instruments necessary or desirable to convey, transfer and ~ss.ign .the Assets to Minerals . 

. 3 .03 Issuance of Union's Common Stock. At the time of closing, Union shall issue the shares of 
common stock provided for in Section 2 .01 to Silver Bell. 

ARTICLE IV 

REPRESENTATIONS AND WARRANfIES OF SILVER BELL 

Silver Bell represents, warrants and agrees as follows: 

4 .01 Corporate Existence. Silver Bell is a corporatiqn organized ·and existing under the laws of 
the State of Colorado, is authorized to hold interests ·and rights to mineral properties and is a.uthorized 
t<? hold property and conduct business .in all of the states in which the -Assets are located . 

. III-2 - --··· ·----, 
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· 4.02 Corporate Pow~rs. _Silver Bell has the legal power and right to enter into this Agreement and 
the consummation of the transactions, contemplated hereby will not result in the breach of any term or 
condition or consti~ute a default under any agreement or other instrument relating to or affecting the 
Assets to which· Silver ·Bell is a· party or by which it is bound subject only to the obtaining of the 
consents, waivers and releases listed in the Schedule of Consents attached hereto as. Exhibit 3 and by 
this reference made a part hereof. for all purposes. 

. .· 4~03 _ ~~et~ F)·ff. c,f Encumbran.c~. The Asse.ts . are Jree and. cltar . of liens, -Gharg~s .. ~nd .ep:cum...; .. 
brances· ex·cept·: : ·. . .. :· .·._, .· . · . . : ·:. •' .· .. :·· ·... . . . : . ·. ·, · ·• .. ·. : . ·· .. ·=·: · . . . . . . • .. · . . . . . 

A. Minor imperfections in title which 90 not m11terialty· affect the op~ration or ~'1.terially 
d~tract from the v~ue of th~ Assets; ·. ·· · · · 

B. Encumbrances arising ·from tll!e terms and provisi9ns of the various. agreements relating to 
the properties, _which· agreem~nts a·re. described in the sch~dules attached to _ the· Assignment a_nd 
Conveyance of M·ineral Properties (.Exhibit 1 ). · 

• , . • , ' . . 
. . ' . . . 

'4.04 No Subsidiaries • . Silver Beil has no subsidiaries_. 

4.05 No Defauits. Silver Bell has not received any notice of default and does not have knowiedge 
of any circumstances of any person intending to declare a defa11lt of any material nature under any 
agreements or other instruments relating to or affecting the Assets. 

4.06 No Finders' Fees. Silver Bell has· not_incurr€?(1 any· obligation (contingent or otherwise) for 
brokers' fees or finders' fees in connection with the transaction·s contemplated by this Agreement. 

4.07 No Litigation. There are no pending actions, suits or other .proceed~ngs affecting all or any . 
part of the Assets. -

4.08 No Rights to Others. Silver Bell has not granted to any person other than Union and· 
Minerals any rights (legal- or· equitable, direct or indirect, vested or contingent) with respect to the 
Assets which ·shall.be operative at. the Time of Closing and which has not been disclosed in t_he schedules 
attached to the Assignment and Conveyance of Mine.ral Prop~rties· (Exhibit 1) .. 

4.09 Correctness of Exhibits. Each of the Exhibits referred to herein delivered by Silver Bell to 
Union pursuant to this Agre~ment is substantially complete and the information reported therein is 
correct as of the date of this Agreement. . · 

4.1 O Co111pliance with Securities Laws. When the Regist_ration Statement referred to in Article VI 
or any post-effective. amendments t~ereto shall become ~ffective, and whe~ the Proxy ~tatement referred 
to in Article VI or any a_mend~ent thereto shall be mailed to holders of securities of Silver Bell, and. at 
all times subsequent to ·such effectiveness or mailing up to and including the Time of Closing~ such 
Registration Statement and such Proxy Statement and all amendments or suppJements thereto, with 
respect to all infonnatio_p .set forth . th~rein relating to Silver Bell and in respect of this Agreement and 
Plan of Reorganization will comply in all material respects with the provisions of the Securities Act of 
193 3 as amended ( the "Securities Act"), and t_he Securities Exchange Act of 1934 as amended ( the 
"Exchange Act"), an.d the rules and. regulations of the Securities anq Exchange Commission (the . 
"SEC") thereunder aild will not contain any untrue statements of a material fact or omit to state a 
material fact required to pe stated therein or necessary to make the statements contained therein not 
misleading .. 

4.11 Silver BeU's 10-K. The information included in Silver Bell's Annual Report on Form 10:.-K 
for its fiscal year ended M~ch 31, 1977, (Silver Bell's._ 10-K). is true and correct -in all ~aterial.respects 
a·nd does not contain any material untrue statements of material f:<lct or omit to state any material fact 
necess.ary.to make the statemef1tS m_ade therein not misleading.. · 
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ARTICLE V 

REPRESENTATIONS AND WARRANTIES BY UNION 

Union represents, warrants and agrees as follows: 

: _· :, ..... .. ,•, ·, ........ ,' ·· .. ;.01 : ,' '()rganization, etc/ Union' and ·:_each suhsidiary'" namecf in ·union's Annui .R~~ort 6n' F~im. ··:.: ... , .... :: .. '•. 
· · · ·10-K for ·th~ fi~cal year ended Deceml?er 31, 1977 (the "Union 10-K;' ) (except for Collier Carbon and f 

. " ' ', • ! , .. 

. . ,., ...... ! . 

. , . ... ~-~: . . . . . 

·Chemical Corporation which has been merged into Union) is. a corporation 9uly . organized, validly·. . i, 

. ·. existing .. .and in, gooct staµding under .the laws ·Of its· jurisdiction of i'ncorporatio'n~ and Minerals is a .. 
· C.OrporatioQ duty· organized, vali~ly exis_ting ~.nd in good s~anding under the Jaws of the Stat~ of California. 

. 5 .02 .Capital Stock of U~on. As of Match 31, 1.9?8, .the authorized-capital stock of Union .con-
sist~d · of 65,000,000 shares of common stock,.· par: value . $8½· per ·.share, of ·.which · approximately 
42,299,000· shues ·were iSS'1ea and outstanding . . As of th~ dat~ ·of this Agre~ment, there are rio out­
standing opti~ns, 'Yarrants or other rights to subscribe for or purchase from Union or any of its 
subsjdiaries any capital stock of Union or securities ~onvertible into or exchangeable for capital stock of 
Union except upon conversion of the options and other securities listed in Exhibit 4 . attached hereto 
and by this refer_ence made a part hereof for all purposes and except th at as of March 31, 197 8, less. 
than -650,000 shares of Union's capital stock were reserved for issuance in. connection with the plans 
listed in Exhibit 4. Such .issued shares of Union are and any shares reserved for issuance pursuant to 
such plans or upon such exercise or conversion prior to the Time of Closing of this Agreement will be 
duly authorized, validly issued and· outstand.in_g, and fully paid and nonassessable. 

. -·· .. . . .. ~ .... . · . .. 

5.03 Union's SEC Reports. 

·- A . Union has previously furnished Silver Bell a true .and complete copy of (i) the Union 
10-K, and (ii) .Union's Quarterly Report on Form 10-Q for the quarter ended M arch 31, 1978 
(the "Union 10-Q" ) . The-financiat'statements contained in the Union ·10-K and the consolid~ted 
balance sheet. and the statement 9f consolidated earnings contained in · the U~-ion 10-Q have been 
prepared in :conformity wi!,h generally accepted .accounting principles, except for information. 
omitted in accordance with the instructions to Form 10-Q, and fairly present the financial position 
of Union and the results of operations of Union on a basis consistent with prior periods. The 
consolidated balance sheets of Union and its subsidiaries as at December 31, 1977 and 19.76, 
contained in' the ·union 10-K fairly present the consolidated financial condition of Union and its 
subsidjaries as at the dates thereof; the related statements of consolidated earnings of Union and its 
subsidiaries contained therein fairly present the results ·of the operations thereof for · the fiscal years 

-·then ended; _and the conso1i~ated summary of operations of Union and its subsidiaries contained 
therein fairly summarizes the operations thereof for the five fiscal years ended December 31, 1977. 
The consolidated balance sheets of Union and its subsidiaries as at March 31, 1978 and 1977 
contained in the Union 10-Q fairly present the financial position of UI)iQn and its subsidiaries at 
March 31, 1978 and 1977 and the related statements of consolidated earnings of Union and its 
subsidiaries for the three month periods ending March 31, 1978 and 1977 contained therein fairly 
present the results of the operations thereof for the periods indicated, subject in each case to normal 
year end audit adjustments. For the purposes of this Agreement, all financial statements referred 
to in this Section 5.03 shall be deemed to include any notes to such financial statements. 

B. Neither Union nor any of its subsidiaries or affiliates has any liabilities or . obligations, 
either accrued, contingent ·or otherwise1 which, individually or in the aggregate, are ma·terial to 
Union and its consolidated subsidiaries -considered as .a whole, and which have no! been: 

(i) reflected in the consolidated balance sheet . of Union and its subsidiaries as at 
December 31; 1977; or 

. . . . 
(ii) specifically described in any schedule fumish~d to Silvei: Ben in connection . here.: 

wi¢; or 

:· ... 
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...... :'· . . . ' ·. . ... ~·· . .. . . 
. .. . 

.· -:: : :.~·. -~ 

Ill-4 

. ,, : . 

· .. . ·:.,# • .. 

. " . ' .. ' . ·. . . ~ . . . ,, . . .. 

. . . ·-·""'1 

UNO/SB 23~4 · 1 ,: ... •.,. . ..... .. ...... ' J ...... ·.,, 

CHEV 005315 



l 
I. 
f 

.. 

l' 
t 
i 

. .. ' .... 
. . . 

CHEV 005316 

(iii) incurred in the ordinary course ·of business. 

Union's obligations with respect to pension liabilities are disclosed in the Union 10-K __ 

C. Except as set forth in Exhibit 5 attached hereto and by this reference made a part hereof 
for all purposes, or as described in the Union JO-K or the Union 10-0, there are no claims against 
or liabilities or obligations of, or any reasonable legal basis known to Union for any claims against 
or ·liabilities or obligations of Union or any of its subsidh.ries which, individually or in -the aggre­
gate, might ·result in or cause any in&terial adverse change in the consolidated financial condition 

.· .. : .. or·results o.f o.perations 'of.l.Jnipn"an¢ its-subsidiaries. . . . :- _. . .. ·' .. . - ' . ' .:-:. ·.··, _. ,, 
. . 

D. Except as set forth in._Exhibit 6 attached hereto and by this reference made a part hereof 
for all -purposes or in the Union 10-_K or the Union IO~Q,-there has. not been, occurred or arisen_ . 
since, December 3· l, 197-7; whether or "not in the· ordinary· course . of business: .. . ... . .. . 

· (i) any · material adverse change 1n the financial condition .. or .results · of operations or 
Union aQd its· subsidiaries co·nsidered as a . whole, from. that shown. on the consolidated financial 
stat~·ments .for the year. ended Dec~mber 31, 1977; or . 

'(ii) any damage ' or destruction in the n~ture of ~' c~su~ty loss, whether covered .by 
· insurance or not, materially and adversely ~ffectirig _any property or business of Union or any 
of its subsidiaries · which in material to the consolidated financial condition or results of 
operations of Union and its subsidiaries; or 

(iii) any actuai or, to the knowledge of Union, any threatened strike or other labor 
trouble or dispute which m~terially and adversely_ affects, or which insofar as Union knows 
might materially and adversely affect, the business or prospec~ of Union and its subsidiarie~ 
considered as a whole; or 

(iv) any other event, conditio~ or state of facts of any character (but not including 
general or political conditions affecting the petroleum industry or industrial companies in 
the United States) which materially and adversely affects, or .threatens to . materially and 
adversely affect, the results of operations or business or financial condition or · prospects of 
Union and its su:t,sidiaries considered as a whole. 

Union and its sub_sidiaries have not engaged in any transaction material .to Union and such. 
subsidiaries, taken .as a whole, not~in the ordinary course of its.business.since December 31, 1977, 
except · as set fonh in such Exhibit 6. 

5.04 · Status of Union ·common Stock. The shares of Union common stock to be issued to Silver 
Bell pursuant to this Agreement, when so issued, wiU be duly and validly authorized and issued~ fully 
paid and nonassessable. The number of shares · of Union common stock to be . issued to Silver Bel~ 
in accordance with numbered Section 2.0 l shall be adjusted in the event that subsequent to the date 
of this Agreement but" pi:ior .. to the Time of Closing the OIJtstandiag shares -of ....:Union-common stock 
shall have been changed into or exchanged for a different number or kind of share or securities through 
reorganization, recapitalization, reclassification, stock dividend, stock split, reverse stock split or other 
like changes · in Union capitalization, then an appropriate and proportionate adjustment spall be -made 
in the number and kind of ·shares or securities to be delivered to Silver Bell pursuant to this Agreement, 
it being understood that in. no event shall other than Union common stock as then constituted be 

· issued pursuant to this Agreement . 

5.05 No Breach of Statute or Contract; Governmental Authorizations; Required Consents .. Neither 
the execution and ·delivery of this Agreement by Union and Mi~e"rals, nor compliance with the terms and 
provisions of this Agreement by Union and Minerals will conflict with or result in a breach of any of -
the terms, conditions or provisions of the Certificate of Incorporation ·or By-Jaws _of Union or any of its 
su1Jsidiaries or any judgment, order, injunction, decree, regulation or ruling of any court or govern-

.. 
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mental authonty, .~omesti~ or foreign, to which Union or any of its subsid~aries is subj~ct or of any 
.agreement, contract ·Or co~mitment to which Union o.r any subsidiary. is a party· and which is material 
to the_-tinancial condition or the' results of operations of Un.ion ~d its subsidiaries consider~d as a 
whole~ or constitute a matenal default thereunder, or give to any others any interest or rights, _including . . . 
rights of terminatioo, . .can~ellatioo_·~r acce)eraticm, . in , Qr ,wi·t~ -.~~spect_,.to. an_y, ·<?.f s~c~_ .. agi:e~~ents; ..... ·· . . : .:_ .. ·. '.· ... 

··.·· .. .. . ,.. . cont~cts' of.¢onirilitinents; or:otherwise _reqriire:· tlie· ~nse~( oi···~pproval of :any- ·persori: : ·: .. ' . . . . . - . . 
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. . . {06 No Q~ij.on or: Adv~ Events~ There is no . suit, .~ction~ legal or administrative,. a,rbi~i:ation . 
or ·Other ·proceedfug .. of governni~.ntal investigation, pending or as· to which .Union or· any_· of its ·sub-: . . 

. . s~~aries· has· rece.ived in. writing any claiiµ pr·. assertion; vvhlch 'might individmdly o.r in:·the aggregate, : . 
materially .and. advers~Jy . affect. tiie· finarieial condition pr· results of. 9perations of . Unjqri and its sub-. 
. sjdiaii'es' co~sider~d 'as· :a who]e; .e~cept as s.et ',fortb· in :the Union 'io~K: or in Exhi_bit ·7 att~~bed beret.a : 
~d by this reference . ti}ade a_ p~t hereof' 'tor aii p.urposes. · .. · · · · :· · · · · · · · · . ·· · · . . . . . 

· 5.07 Authorization of Agreement The executiop and delivery and; subject ~o requisite approval 
by Union, the· performance of this Agreement have been duly. a.qd .validly authorized and approved by 
tbe Boards_ of Pirectors of Union .and Minerals iiDd Union and Minerals have taken, · or will · use their 
best efforts to take prior to the Time of ClosiIJg, all action required by law:, their respective Certificates 
of Inco~ration and By-laws and all other action required. ~o ~uthorize the execution, delivery and 
performance of ·this Agree~ent. 

5.08 Registration Statement and Proxy . Stafement When 'the Registration S.tatement referred to. 
in Article VI or any post-effective amendment thereto shall ·become effective, and when the Proxy 
Statement included therein is mailed to Silver Bell shareholders for the purpose of securing. s:t,areholder · 
approval for ~s .A~eement ·or any amendment or supplement thereto, and at all times sub.sequent to 
such .effectiveness or mailing up to and including the Time of Closing, such Registration Statement and 
such Proxy Stateme~t · and all amendments or supplements thereto, · with respect ·10 all information· set 
forth ~herein relating to· Union and Minerals and in respect .to all information set -forth therein relating 
to this Agreement, (i) will c.omply in. all materiaJ respects .with · the .. provisions of the Sec'1rities Act 
and · Exchange Act, respectively, and the rules and regulations of the SEC thereunder and (ii) will 
not contain any untrue statement of a material fact or omit ·to state_ a · material fact required to be 

. stated therein or n~essary to make the statements · cmit~ined therein. not misleading. · · · 

5.09 Brokers' or Finders' Fees, Union bas incurred no obligation (contingent or otherwise) for 
broker~· foes .or. finders' -fees in connection with the trarisacti'ons contemplate~ by . this .Agreement. . . . . 

5.10 Report ·on Form 10-K. .The information incJuded- in th~ Union 10-K previously delivered 
by Uni~n to Silv~r Bell is true and correct in all material respects. 

5.11 Conectne~ of Exhibifs. Each of the Exhibits referre_d . to herein delivered by Union to 
Silver ·Bell, pursuant to this Agreement", is substantially complete and the information reported therein 
is correct as of the date of this Agreement. 

ARTICLE VI 

TRANSACTIONS PRIOR TO. CLOSING 

6.0J Jnvestigation.s of Business of Silver Bell and Union. Between the date of this Agreement 
.a1:1d the Time·· of C1osing, Union,. Silve~ Bell and MfoeraJs each agree to give the . .other full access to 
its pr~inises, books and recor_ds "for the p~pose .of inv~stigating its business .and the .coriduct thereof. 
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6.02 Regist~ation Statement and Proxy Statement. ~iior . to the Time of Closing,· Union · shall 
prepare and file with the SEC a Registration Statement on Form s.14 under the Securities Act for 
the purpose of registering the shares of Union common stock to be exchanged for the Ass~ts and 
shall duly comply with all. applicable state securities or "Blue Sky Laws." As. soon as .practicable afte~ 
the Registration Statement · becomes effective, Silver Bell shall mail the Proxy Statement included in 
said ·Registration · Statement to its shareholders a·nd shall submit this Agreement to its shareholders for 
approval as provided by .law and its Articles of Incorporation at a meeting. which shall be held as soon 
as practicable. after the effective· date of the ·Registration Statement. . 
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6:03 Listing of Union C~mmon Stock. Union . has obtained, or shall use reasonable efforts to. 
· obtain prior to the Time of Closing approval for the listing on th~ New Y.ork, Mid~est .·and Pacific 

_.Stock Exchanges . upo.n official notice of issuance of' the shares of Union common stock· to be ·exchanged 
for the Assets. · 

. 6.04 · lnfonnati~n for· Re~t{ation Statement . and·. Proxy Statei:nent.·· Silver Bell and Union · s}iall 
ea.ch furnish to the ot_h~r s·uch data. arid ,infofmation 'as the other inay reasonably request for the purpose 
of in~~uding :. such data and information in. the Proxy Statement or· Registration Statement . . 

' . 
ARTICLE VII 

CONDITIONS PRECEDENT TO THE CONSUMMATION 
OF THE TRANSACTIONS CONTEMPLATED BY THIS AG~MENT ·--

7.01 Conditions Applicable to All Parties. The obligations of· Union, Silver Bell and Minerals 
are conditioned upon: 

At the Time o{ .Closing no suit, action, or proceedi~g being pendfog or· threatened before· 
any court or other governmental agency of the . Federal or any state government in which it js 
sought to restrain or prohibit the consummation of the . transactions contemplated hereby; no such 
other suit, ·action or proceeding being pending · or · threatened or ·no liability or claim have 1:,een 
asserted which· would be considered by ·any Party to be materially · significant. . . . . 

B. The holders of. at. least two-thirds ( 2/2 } of ·. the o·utstanding stock of Silver Bel) shall 
. have approved this Agreement in accordance with the laws of the State of Colorado, Silver Bell's 
Articles of lncorporati.on, and By:-Laws. · 

. C. The Registration Statement shall be effective under the Securities Act and not subject 
to any "stop or~er" ?r threat.ened stop order . 

.-... D. All legal proceedings in connection with the transactions contemplated by this Agree­
ment being satisfactory to each Party's counsel" and each Party's counsel having been furnished 
with such certificates or other evidence of compliance with the ~onditi~ns as . such counsel may 
reasonabJy. requ~st and Silver Bell h~ving sec~ed releases, waivers and cons.eats f~om all of th,e 
Parties listed in the Schedule of Consents (Exhibit 3). · 

7.02 Additional Conditions to Silver Bell's Obligation. The obligations of Silvt:r Bell shall be 
condjtioned upon the satisfactory performance or waiver of the following conditions: 

A . The performance by Union and . Minerals of all of their obligations and covenants 
. lleret.mder. 

B. The substantial ac_cu.racy at the Time of Closing o_f all of the r_epresentations made by 
Union herein. 
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C. Silver Bell shall have received from George ·C. Bond, Esq., (,eneral Counsel of Union, 
or Sam A. Snyder,' Esq.~ Assistant· General Counsel of ·union, an opinion dated immediately prior 
to the Time of Closing ~n form and substance satisfactory to · Silv~r Bell t9 the effect that:· · 

(i) ·union and eacb o(i~-subsidiaries, inciudiiig Minerals, ·is ~ corporation duly organ- · 
. ~eel. aµct ex;isting a;nd in .go~-st~.ding .. vn.der:. ~he· .. laws qf _the:j~cti.Qn. ot .·its .. inc,qw.oratj.on; 

· · · d6. ·uniori' .'~cl ~;ch -0£ its :· sub.~diarie~,'. in~luding . Mine~Js,' h~ · ili~ corpor~t~ · po~~r 
. . to carry .on its_ business as DOW· bein~ COn~':}Cted; . . 

· (iii) Th~ authorized '.capital st~k of ·Union .consi~ts of. ·65,000,000 sh~e~ of. ·c.om·mon 
s.tock par .value Eight . and 0I)e-Third Dollars . ($8½) .~J' ·share, .ru.:i4 stating the number of 
shares of ·authorized· ~pi~ Stock Of ·uniori· Whi~b have ~D issued, that Sl:JC~ issued sfiares 
hav~.-.been auth9rized and are Validly issµecf ,and . (?Utstanding, and are· all. fully .. paid . and 
:nonassessable, ,and. stating .the· n:umber of shares .. whfob·. at that :date were · held f~r ~y 

. specific purp.ose;' . . . . . 

(iv) The shares of Union common stock . to ~ ·. issued . pursuant to this Agre~ment ·at 
the Time of Closing have been duly authorized and, · upon issuance,' ·wilt be. duly and validly 
issued and · will be · fully j,aid .and· nonassessable; 

( v )' This Agreement has · been duly executed and delivered by Union and Minerals and 
is a valid and binding Qbligation upon Union ~d Minerals and aiI corpo~ate action by. 'Vnion 
and Minerals ·requir~d under this · Agreement has bee1;1 taken; ""'·•·· -· .. 

(vi) Neither the .execution and P..elivery by Union and Mi~erals of this Agreement, i:ior 
compliance with the terms and .provisions hereof will, to the best of the"knowledge of such 
counsel, conflict with or result in ·a breach of any term, conditiQn or provision of any ·judg­
ment, orde~, injunction, decree, regulation or ruling of . any court or· governmental authority, 
domestic or fo~eign, to which Union or Minerals is subject ·or: any material agreement, contrac.t 
or commitment to w~ch Union ·or Minerals is a party or by whi~h either jt is bound .or 
constitutes a · material default the.re~°:der; · 

. (vii) That all consents - a~d approvals required by law, state or · federal, and other 
actions required by · law, rule .or .regulation have been· duly. ·taken or .obtained in order to 
permit the consummation of the transactions contemplated by this Agreement. 

. . 
It is understood that such counsel, in rendering sue~ opinion, is e·ntitled to rely upon the 

opinions of other counsel for matters relating to local Jaw, including but not by way of limitation, 
st~te securities c;,r Blue .Sky laws. · · · 

D. That owners of not more than an aggregate of fiv~ .percent (5%) of Silver Bell's out­
standing stock have exercised dissenters' rights to receive the fair market value for their stock in 

· accordance with Colorado law. · 

7.03 Additional Conditions to the Obligations of Union and Minerals. The obligations ~f Union 
and Minerals being conditioned upon the satisfactory pedormance or waiver of the following conditions: 

A . The performance by Silver Bell of all of its obligations and covenants her~under. 

B. At the Time of Closi~g,. the Assets shall be in the same conditions as they were on 
April 1, 1978, except for ordinary use and changes occurring in the ordinary course of business. 
between that date and the Time of Closing. 

C . Silver Bell having deliyered to Union and Mine.r:als such evidence of title to the Assets, 
including . opinions of counsel as it may have in its files and such other title information as Union· 
may reasonably request .. 
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·o. UoioQ's .counsel having examined title to the Assets in such detail as such counsel deems · 
reasonably appropriate for the examination of mining title and such counsel being reasonably 

. satisfied that subject to minor imperfections as are usual in the C:1$e of mining properties that 
Silver Bell has t.itle to the Assets together w~th the right. to transfer ·and assign the Assets to 
Union and that Silver Bell has not created any liens, charges, encumbrances or· other burdens· 

. on the Assets e"cept those described in the schedule· attached to the Assignment and Conveyance · 
· of ~nera, _ Prope~ty. · · · · · · · 

. . ' . 

. . .. 
'··. ·.:· ·. .. . . '. · E. , . t.J~i9n · having .d.e~~~in.~d ..to .its. satis.factio~ that',_ all. of :.the repr~.s~nt~tions maqe he~eiµ . · _ · 

are ·subs~~ntially ~ccurate In. alt ·material respects. . . . . . . . ' ' . . . . . .. . 
:, . 
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ARTICLE. VIII 
- . . . . . . . . . . 

FRUS~TION OF.· AGREi;MENT · · 
. . · ... 

· 8.0 l .'T~~n~tio.n :Prio;1 t.o Clo~ing~. In the . eyent.'the tra~s~ctions cont~niplated by this Agreement· 
are not consuaimated ori ·or;-before August 31, 1978 .. (unless such date. is:.exterided by mutual agreement 
of the parties)~· becimse :9f"the non-occurrence . of the· conditions precedent specified in Article Vil or 
the waiver of the coDJ~ition of the Party having the right to Waive ·such condition, then this Agreement 
shall terminate and; · except ~s provided in · this Article VIII, no Party shall have. any further right or . 
obliga~on hereunder. · · 

8.02. Information to be· Confidential. In the. event of. frustrat~on and termination of this Agree­
ment, all information obtained from another Party . pursuant to the terms hereof shall .~ returned 
to the. Party furnishing such information and all Parties agree not to disclose to any third party any 
.confidential information obtained hereunde~. · 

•, . 

. 8.03 Costs in Event of Frush'ation. Each Party shall be responsible for and shall pay any and 
all costs incurred by· it in conn~ction with the· transactions contemplated by this .Agreement and shall 
indemnify each other .Party against, any and all claims · with re~pect thereto. 

ARTICLE IX 

SURVIVAL OF REPRESENTATIONS AND WARRANTIES. 
AND FURTHER AS.SURANCES 

9.01 Survival of ·.Representa~ons and Warranties. The representation~ and warranties made by· 
the Parties herein and in the Assignment and Conveyan~e of Mineral Properties and the Assumption of 
Obligation shall survive the Time of Closing. 

9.02 Further ·Assurances. At and after the Time of Closing at any time and from time to time 
as long as it is authorized by law to do so, upon the request of Minerals, and at the expense of Minerals, 
Silver Bell shall execute. and deliver to Minerals such further instruments of conveyance, assignment and 
transfer and take such further action as· Minerals· may request to· 'effectively · convey, assign, transfer. 
and deliver the Assets pursuant to this Agreement. 

ARTICLE X 

MISCELLANEOUS 

10.01 Silver Bell Affiliates. ..Silver Bell Affiliates" means each person (other than Silver Bell) 
who, should. such person resell Union common stock acquired by. him as a distribution in liquidation 
from Silver Bell, may be deemed to be subject to the requirements of Paragraphs . (c) and (d) .of 
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Rule 145 ~nder the Securitie.s Act.· S1lver Bell, in connection with its distribution of Union common 
stock to . its shareholders, sh ail require such Silver :Bell Affiliates to sign and deliver to Un.ion a 
Iett~r corresponding to the text set forth in Exhibi~ 8; attach ·hereto and by this ·reference made a part' 
hereof for an · purposes. Union, on direction from Silver Bell, shall then h:nprint appr9p.tiate legends· 

. . . on the stock certificate~ representing t-he shares to be distributed to . such affiliates, imposing ,restrictions, ,. . . : : : 
-: '.' ...... ·· ··.·.·:: on:the ·pght~. of. res.ale· of ,such. shar~s·:to 'tlie extent ··such-restrictions continue to-e~st at Ute .time the.' ;.:-/. - =:,·_:".;:·; . ..... 

. - . shares are .distributed. by Silv~r to Silver ·Bell -Affiliates. . . . . - - - . -: . . , . 
' ' .. .. . . ' . -.·. . . . ' 

. : ·10:02 ·: ·Allocation .of Costs . .. ~he. costs· h~curred. in. preparirig for arid consummating the t~ansactioJt: .. -. 
c;_ontemplateci h~reb:y; sh~ l>e ali.ocated as. follows: · · · .. · · 

' • .. .. 
' · .·A~ ·T6 Silver]Jell: · · · 

. ·(i) -The co.st of obtaini~g c:Qnsents and waivers. 

· (ii) :.The cost of cu,ring title to the Assets, if ~y. 

(iii) _ All of its own counsel and accounting fees and .the cost· of securing sharebolqer · 
approval. 

B. 'Jo.Union: 

· (i) ·The cost of preparing the Registration Statement . 

. (ij) All counsel and ~ccounting fees incurred by Union, including those relating to title 
examination. 

(iii) The cost of recoqling ·the documents transferring the Assets. 

(iv) All. stock exchange appli~ation and listing fees associated with the common stock to 
·be issued to Silver Bell hereunder. 

C. To Be Shared Equaliy by Union and Silver Bell: All costs incurr_ed in the preparatio;n 
· and printing .of this .Agreement and other doc'1Jllents requi~ed ·to be printed in order to consum"'." 
mate the con~mplate4 t_ran_sactions. 

10.03 Applicable. Law. This Agreement and th~ legal relations between the Parties shall be gov­
erned by and co:Qstrued in accordance with the law and jurisprudence of the State of California, excluding 
that body of law referred to as conflicts of .law. 

10.04 Notices . . Any notices or communication~ required or permitted hereunder shall-be suffi-
ciently given if delivered or 'mailed by certified mail, postage prepaid, as follows: 

To Union: 

Union Oil Company 9f California 
P .O. Box 7600 
Los Angeles, California 90051 

Attention: Claude S. Brinegar 
Vice President 

To Minerals: 

:ryfinerals Exploration Company 
P.O. Box 54945 
Los Angeles, California 90054 

Attention: .E. H. Eakland, Jr. 
President 
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-
To Silver Bell: 

Silver Bell Industries, Inc. 
158 Fillmore Street 
Denver, Colorado 80206 

Atte_ntion: Eugene H. Sanders 
President 

.. ~itl,, Cqpie_s .to-: .. i\lec t .Xe.Uei:;: E_sq., . · ·. :. ', ..... : 
. . . . . . '. Keller, McSwain, .Wing & Maxfield 

" · .... ' . ·. ' : ... . · .. · .. · . . ; ~ . : =· .· ~.!· • • • •• __ , · • •• • 

·.·. ··. :·: 

· · 2570 First ofDenver Plaza 
· 633·Seventeenth Street · 
· p~nver~·-Colorad~ 80202 . 

, • • • • • I , • ' • , 

Or <:l~ sµch ·ad~resses . ~ h~~einafter rn,ay be furnished in writing . by each P~y her~to to the other Party~ . 

10~05 Scbed-.J~. of Exhi~its. The fon~wi~g exhibjts·a~ attach.ed and by referenc;~ _m.ad~ a _part. of . 
this Agreement: : · · · . · · · · · · · . . . , · .. · . . · 

E~bit 1 - Assignm~nt and Conveyance of Mineral Properties 

Exhibit 2- Schedule of Obligations 

Exhibit 3 -. Schedule of Consents 

Exhibit 4- List of Union~s Stock Plans 
. ' 

Exhibit 5 - L~st of Claims a&ainst Union 

Exhibit 6 - Schedule of Material Changes 

Exhibit 7-Schedµle of Material Litigation 

Exhibit 8 - Rule 145 Agreement 

Such exhibits may be amended and ~orr~cted by the mutual agreement of the Parties. 

10.06 Headii,gs. The descriptive headings ·of the several Articles, Sections and Paragraphs of this 
Agreement are inserted for convenience oniy and do not constitute a part of this Agreement. · · 

10.07 Amendments. · Any and all amendments to ·this Agreement must be in writing and executed 
by all of the parties hereto. · 

.. 10.08 ·Counterparts. This A~eement ;may be executed in several counterp~rts, each of .whi~h sh~ 
constitute one and the same Agreement . 
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Union Oil Company of California 

Union Oil C.~nter, Los Angeles, California 90017. 

• : • • • • · : • • • : .... • ~- ... .... : ·: ••• • !: • • • •• . ., . . 
· . . ·: UAl9 R· . ·.. . · · . . ... 

' c ·1aude s. ~·ri ne9ar 
Senior Vice President · . 

~ntlemen: 

. . October 10) 1978 

· Silver Belf µiclu:stries, Inc; · 
15 8 1-'illmore Street 
Denver, Colorado 80206 

RE: ~endnient to Agreement and 
Plan of Reorganization 
dated May 15, 1,978 

This · letter, when accepted by Silver Bell Industries, . Inc. ("Silver Bell"), shall constitute · an 
amendment to l;be .. Agreement and Plan of Reorganization dated May 15, 1978 }?etween Union Oi:) 
Company .of Califomi~ Minerals Exploration Company and Silver Bell, whereby the date of August 3'1 , 
1978, appearing in Article III, Sect.jon"3.01 and in Article VIII~ .Section 8.01 of said Agreement is 

· deleted and ~l!e date of December 15, 1978 is hereby substituted. 

If the foregoing meets with your approval, please sign the duplicate of this le tter and return it to 
the undersigned. 

Agreed to this 12th day of October, 1978 

SIL VER BELL INDUSTRIES, INC. 

By EUGENE_H. SANDERS 

.· . ... .. : · ....... , · ,• : ·: .. 

Eugene H. Sanders 
President . 

'.·, .. • 

Very truly yours, 

UNION OIL COMPANY OF CALIFORNIA ·· 

CLAUDE S. BRINEGAR 
Claude S. Brinegar 
Senior Vice President 

MINERALS EXPLORATION COMPANY 

CLAUDE S. BRINEGAR 

Claude S . . Brinegar 
Vice President 

o .,:_ _ a.,-••, .. 
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ANNEX IV 
. . . 

AGREEMENf AND PLAN OF REORGANIZATION 

':[his Agre_ement and Plan of Reorganization is entered ipto as of the 21st day of June, 1978·, 
among THE MANCOS CORPORATION (Mancos), a Colorado corporation; UNION OIL COM­
PANY OF CALIFORNIA (Union), a California .corporation~ and MINERALS EXPLORATION 
COMPA~Y (M_i~e~ais), a· Calitomia corporation .and-wholly-ownc;d· subsidiary of Union. · · 

' . . . ' . . ' . . . .. . . . . .. . .. ~. . .... : · .. : :_ : .. _··. --~ .... :: . .. . 
• ~.•," • ' . ' •, • ' : • \' ,·, •,,. • :, : • , ' .. •, ',• • ~: ,' "• ' ' ' ,. ' ' .. ' ' : • • ,• • • • • :: ' I ; • : : · •' • • • 

. . . ' . . ~ . 

WITNESSETH: 

. WHEREAS, Mancos owns J~~erests in ~nd to. mineral propertie~ ir{-Montezuma · County, Colo- · 
rado; and. · · · · 

: .\. 
: WHEREAS; ·ti1e . Boards of Directors of Mancos, · union and Minerals,. ·resp~tiv~ly,:. deem:it ~d~ls­

a ble. in their common.· best interest", and in the best interest of their respective . shareholders that Minerals 
acquire. substantially. aJl of 'the assets of Mancos pursuant to this. Agreement and applicable . °j:,rovisiops . 
of .law aod as a plan of reorganization within the purview of Section ·368(a)(l)(C) of th~ Internal· 
Revenue Code ,of 1954 as am~nded and have approved and adopted this Agreement · a.Qd Plan of 
Reorganization; and 

WHEREAS, cont~mporaneously with the execution and delivery of this Agreement, the Parties . 
hereto are effecting the reorganization as hereinafter set forth pursuant fo which Minerals is acquiring · 

. ·-· sub~tantially all of the assets of Mancos for 6,905 shares of Union's ·common stock, being · the only 
class of stock Union has outstanding; and 

WHEREAS, it is contemplated that the shares. of Union's common stock issued · to Mancos as 
consideration for the transfer of substantially. a11 · of Mancos's As$ets to Minerals ( except to the extent 
that sales of . su~h shares may be m~de to provide cash to pay persons entitled to fractional shares, to . 
pay expenses .of Mancos and to. make payments to any dissenting Mancos shareholders)· will then ·be 
distributed to the sbar.eholders of Mancos acco~ding to their respective. interests and that Mancos will . 
then be dissQlved pursuant to applicable state laws. · · 

AGREEMENT 

NOW, THEREFORE, in consideration of the premises and subject to. the terms a.Qd conditions · . 
hereinafter set forth, Mancos, Union and Miner~s hereby ·each agree as follows: 

ARTICLE I 

SALE OF ASSETS BY MANCOS 

1.01 The Sale. Subject- to the terms and conditions of this Agreement, Minerals shall purchase 
and accept delivery from Mancos and Mancos shall sell and deliver to Minerals the Assets · ( as 
hereinafter defined). 

1.02 The Assets. The Assets are all properties and rights of every name and description,. real, 
personal, mixed, tangible and intangible, wherever situated or o~ned by Mancos at the time of closing 
hereunder, inclu_qing but .not by way_ of limitation those certain prop~rties substantially as described 
in the schedules attached to and by reference made a part of instrument styled Assignme1:1t and Con­
veyance of Mineral Pro~rties attached hereto as Exhibit · J, and by this reference made a part hereof . 
for all purposes; provided, however, the ·term .. The Assets" shall not include cash on hand, in banks 
(inc1uding certificates of deP?sit) and_ on deposit with tbir~ parties as of the date of closing . 

. , ---~~~;;B -233; --] ·. 
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ARTICLE Il 

-THE CONSIDERAnoN· 

.2.01 Consideration. The_ consideration for the As~ets consists of. Six Thousand Nine Hundred _· 
five shares of Union's common stock duly registered, as hereinafter. provided, to be :issued _l>y Union 

,· ,, · ' · .. ·.:. ·- · .-: . _ .. to-- ~~:failcos .. at. th~-~ -e of.dosing . . · · .. ·. ... . : ·· ':_/ _:···.· · .·.· :· · . . __ .·. ·,, . ,.· .:' - '· . . -. . :·,: 

' ~. . 

CHEV 005326 

2.02 Minerals 'Not A Socces~r 'Corpo*3tioo . . When and. 'if =the transaction co~templated by th~~ 
· Agreement is ~011summated,-, _Minerals shall hav~ only _a~quired Jlle Assets of Manc;os and -shall not' · 

be. considered· as a successor corporation to Mancos. · ~ancos shall remain .liable for ali .obligations­
not . listed in Exhi'!:,it 2 . or_ <?therwise ·spec~calli ass~ed by .¥inerals ·in~l~di11g but not Ihni~ed . to 

'obliga~ions to share.holdtrs, including dissenting. sharebold~rs:. - . . . . . ·. . .. . . . 

ARTICLE ·1n 

THE . CLOSING _ ·. . . . 

3 ,01 TIDle ·and Place. The Closing with respect to the transactions contemplated by this Agree­
ment shall be held on August. 31; · 1978, at 10:00 A.M. Pacific Daylight Savings Time, at the offices 
of Union Oil Company of California, 461 South B_oylston Street, Los Angeles, California 90017, or­
at such earlier or later time or at such other place ,-as may be agreed upon by the Parties, _such time 
being referred to herein as "Time of_ Closing." · · · · 

"' ~· ... . ., 

3.02 Instruments of Conveyance. At the Time of Closing, Mancos shall assign, tran·sfer~ and 
deliver to Minerals the Assets by executing and delivering the Assignment and Conveyance of Mineral 

· Properties (Exhibit 1) and a1l other instruments, documents of title conveyan_ces, b11Is· of sale, assign­
ments and other-instruments necessary or desirable_ to convey, transfer and assign the· Assets_ to ·Minerals. 

3.03 wuance of . Union's Common_ ~tock. · At the time of closing, Union shall issue the shares 
of common stock provided for in Section 2.pl to Manco_s. 

ARTICLE IV 

REPRESENTATIONS AND WARRANTIES OF MANCOS 

Mancos repr.esents, warrants and ~grees as follows: 

4.01 Corporate Existence. Mancos is a corporation organized and existing under the laws 
of the State of Colorado, is authorized to hold interests and rights to mineral properties and is author-
ized to hold _property and conduct business in all of the states in which the Assets are located. · 

4.02 Corporate Powers. Mancos has the legal p ower and right to enter into this Agreement 
and the consummation of the transactiqns contemplated hereby will not result in the breach of any 
term or condition or constitute a default under any agreement or other instrument relating to or affecting 
the Assets to which Mancos is a party or by which it is bound· subject only to the obtaining of the 
consents, waivers and releases listed in the Schedule of Consents attached hereto as Exhibit 3 and 
by this reference made a part hereof for all purposes. 

4.03 Assets Free of Encmnbrances. The Assets are free and clear of liens, charges and encum­
brances except: 

A. Minor imperfections in title which_qo not materially affect the operation or materially 9etract · . 
. from the value of the Assets;·. · 
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B; Encumbrances arising from the terms and provisions of the various· agreements relating to 
the properties, which . agreements are described 1 n the · schedules ~ttached · to · the Assignment a_nd 

. Conveyance of Mineral ~roperties (Exhibit 1). 

4.04 No S~bsidiarles. Mancos has no subsidiaries. 

. · 4.05 No Defaults. Manc~s has not _received a~y notice of default and does not have knowledge_ of : 
, .. . a~y circumstances of a1_1y person intending to declar~ a <_i~fault of any ~ater~al-nature un(,ler ·any agree.;_ 

·. ·· merits· or' other instruments relatin~ ·10 or ·affecung the Assets." ·: · ·.. . .:_·.: . , . . · : . · ... · .. _.· · ·: ·,. . 
' ' 

4.06 No Finders' Fees. Mancos has not incurred any obligation (contingent or otherwise) . for · 
. · . · .. brokers' fees or finders' fe~ in connection with t~e.·transactions contemplated· by this ·Agreement. 

4 .07 No Litigation . .. There are n9. pending actions,. suits or other proce~ings affec_ting ~11 or any. 
part of the A~se~. · · · · · 

.4.08 No Rig .. ts It~ Others. ·Except.f~r an Agreement and Pl~n,:of Reorglfuization with 'Silver Ben:' · 
Industries, Inc., which is superseded by this Agreement and which will not become ·operative unless. this ··. 
Agreement is not consummated·, Mancos has not granted to ariy person other than Union and Minerals 
any right (legal or equitable, direct or indirect; vested or contingent) with respect to the Assets which 
shall be operative at · the Time of Closing and which has not been disclosed in the schedules attached to 
the Assignment and Con veyance of Mineral Properties (Exbib.it 1). · 

4.09. Correctness of Exhibits. Each . of the Exhibits referred to herein delivered by Mancos to . 
Union ·pursuant to this Agreement is substantially complete and the information reported therein is 
correct as of the date of this Agreement. · · 

4.10 -' Compliance with Securities Laws. When the Registration Statement referred to· in Article VI 
or any post-effective amendments thereto shaJ!l. become effective~ and-when the Proxy Statement reforred· 
to in Article VI or any amendment thereto sh"all be mailed. to holders of securities of M3:ncosJ and at all 
times subsequent to such effectiveness or mai1ing up to and. including the Time of Closing, such Regis:­
tration Statement and si,i~h Proxy Statement and all amendments· or supple~ents thereto, with respect _to 
-all information set forth therein .relating to Mancos and in respect . of this . Agreement and Plan of 
Reorganization will comply in all material respects with the provisions of th~ Securities Act of 1933 as 
amended (the "Securities Act"), and the Securi_ties Exchange Act of 1934 as amended (the " Exchange 
Acf') , and the rules and regulations of the Securities and Exchange Commission ( the "SEC") there­
under and will not contain any untrue statements of a material fact or omit to state a material fact · 
required to be stated therein or necessary to make the statements contained therein not misleading. 

4 .11 Maocos's Financial S~meots. The information included in Mancos's Financial Statements 
for its fiscal year ended December 31, 1977, is true and correct in all material respects and does not 
contain any material untrue statements of material fact or omit to state any material fact necess~ry to 
make the statements made therein not misleading. 

ARTICLE V 

REPRESENTATIONS AND WARRANTIES BY UNION 

Union represents, warrants and agrees as follows: 

S .0 I Organization, etc. Union and each subsidiary named in Union's Annual Report on Form 
IOMK for the fiscal year ended December 31 , 1977 (the "Union 10-K") (except for Collier Carbon and 
Chemical Corporation· which has been merged into Union) is a corporation duly organized, validly 
existing anti in good standing under the laws of its jurisdi_ction of incorporation, and · Minerals is a 
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corporation duly organized, · val:idly existing and in good standing under lhe laws of the States of 
California. 

. . . 
5.02 · Capital Stock of l)nion. A~ of March 31, 1978, the authorized c~pital s.tock of Union ... 

·consisted of 65,000,000 shares of comnion _stock . par value. $8½ ··per· share~ of w~ic:h ~pproxir1:vtt~ly. . . . . 
.42,299 ~000 . shares were iss1.ie~ · .arid .. :outstandlng~: · E~c~pt. for . the propos~d-- transaction \vi th · Sliver. Bell :_:·. · ·,: : .· · . ···· 
Industries, Inc.;':~ of ;the dat_e . of · this . Agreement, there are no outstanding· options,· wart~nts or ·other 
rig}:lts to subscribe. for or purchase .fr.om Union or any of its .subsidiaries any q1pital stock of Union or ... 
. securities convertibie "into. or . ~xchange~bte for · c·apital stock of Uruori except :upon · conversion. of the 
options and ot~¢r· s~urities listed:in Exhibit _4 attached hereto and _by this reference ·made . a part hereof · 
for aUpurpo~s and.except that. as.of March·31, 1978, less t~an 650;000 shares of Union'.fcapital stqck · 
were. reserve4 for jssuance in. con.nectiori witn· the· plans listed 'in Exhibit 4 . . S.uch issued s~ares ·of Union .. 
are and any shares ·res·erved for. issuance pursuant .to such. plans·. or upon'. .sucb exerc~se: or conversion . . ·. 
priqr to the Time' o(Closirig of this · Agr~emenf will be .. duly autliofized, validly issued and_ outstanding, 
and fully paid and nonassessable. · · 

5.03 Union's SEC.Rep~rts. . 

A. Union has previously furnished Mancos a true and. complete ~opy. of (i) the Union 10-K,' 
and (ii) Union's Quarterly Report ,on ·Form 10-Q for the quarter ended March 31, 1978 (the 
"Union 10-Q"}. The· finan:cial statements contained in the . . Union 10-K and the consolidated 
balance sheet and the· statement of ·consolidated e~rnjngs. contained in the Union 10-Q have been 
prepared in conf onnity . with . geneialiy accepted accounting principles, except for information 
omitted in accordance with the instructions to Form 10-Q, and fairly present the fipancial position 
of Union and the results of operations of Union on a basis consistent with prior periods. The con­
solidated balance sheets of Union and its sabsidiaries as at December 31, 1977 and 1976, contained 
in the Union 10-K fairly present the consolidated financial condition of Union and its subsidiaries 
as at the dates thereof;· th~ related statements of cons()lidated .earnings of Union and its subsidiaries 
contained therein fairly· pr~sent the resµlts ·of the operations thereof for the fiscal year~ then ended; .. 
and the consolidated summary of operations of Union and its · subsi~iaries contained therein fairly · 
summarizes the operations thereof for the five · fiscal years ended December 31, 1977. ·. The con­
sQlidated balance sheets of Union and its subsidiaries as at March 31, 1978 and 1977· cqntained 
in the Union 10-Q fairly present the financial position of Union and its .subsidiaries ·at March 31, 
1978 and 1977 and the related statements of consolidated earnings of Union and its subsidiaries 
for the three month periods ending March 3·1, 1978 and 1977 contained therein fairly present 
the results of the operations thereof for the periajs indicated, subject in each case to normal ·year 
end audit adjustments. For the purposes of this Agreement, all financial statements referred to in 
this Section 5.03 shal1 be deemed to include any notes to such financial statements. 

B .. Neither Union nor any of its subsidiaries or affiliates has any liabilities or obligations, 
either accrued, contingent or otherwise, which, indi vidua11y or in the aggregate, are material to 
Union and its cons~lidated subsidiaries considered as a whole, and which have not been: 

(i) reflected in the consolidated balance sheet of Union and its sub~idiaries as at 
December 31, 1977; or 

(ii) specifically described in any schedule furnished to Mancos in connection here­
with; or 

(iii) incurred in the ordinary course of business. 

Union's obligations with respect to pension liabilities are disclosed in the Union 10-K. 

C. Except as set forth in .Exhibit 5 attached. hereto and l?y this reference made a part hereof · 
. for ·an:pureoses, ·or ~s described in the Union 10-K or the Unic_m iO-Q, there are ao··c1aims against 

or ,liabilities Or': oblig~ti<?ns of, . or any reasonab]e Jegal . basis known . to Union for· any cJ~ims . 
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against or liabilities or· obligations ·of Union or any of its subsidiaries which, individually or· in 
the aggr~gate, might result.in or cause any material aqverse change in the consolidated financial _ ·. ' 
conc;lition. or re.suits of operations of Union and ·its· subsidiaries. · 

: D. Except as set forth in Exhibit 6 attached hereto and by this reference · made a part · 
hereof for an .Purposes or in th<:: Unioii 10-K or t.f?.e U:nion 10-Q, there ·has not been; occurred or 
arisen since -December 31! 1977, wheth~r or no_t i~:the ordin~ry .course of·business~ 

. . . . . 

.. . .. ·.·. (i'>_, any mat~rial . aqyerse. chapge. jn the financial condition . ~r .r~sults·.-of QPel'.~tiqn$._Of : . / . 
· ·· 'Union anci'its"subsidiaries··considered as a whole~ ironi.'"that shown mi the consoi.idated ·fin.aricial' · · . 
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s·tateme_nts for the year ended De.cember 31, 1977; or· . . .. 

. · · (iO _a_ny damag~ or de~tniciion in- the·. nature of a: e:~s~atty loss, -whet~er .co~ered by. ·. · · -.. · .- ·-.. · · 
insurance· or not, materially. and :adversely affe~ting . al)y property or business of .Union or . any_ 
of. its su.~sidiaries .which is ~aterial_ to the consolid~ted qilandal condition qr results of :oper-

. ations-of Union and its subsidiaries; or . . · .. · . . . . 

' ' ' (iii): ··~I)y act~al c;>r, 'to ~he k~o~ledge _"of u'~on; , any, thr~a~~ned ' strike·· or ot~et. labor . . 
· trouble dr. dispute-which m~terially and adversely affects,. or which insofar as Union know~ 
might .materially and adversely affect, the business or prospects of Union and its su~idiaries 
considered as a whole; or · 

(iv) any. other event, condition or state· of ·facts of any character (but not including 
general or' po1itical con.ditions affecting the petroleum industry or industrial companies in the 
United.States) which materially and adversely affects, or threatens. to materially and adversely 
affect, the results of operations or business or _financial condition or prqspects. of Union and 
its subsidiaries considered as a whole. . ' 

Union and its subs1diaries have not _engaged jn any transaction material to Union and such 
· subsidiaries, taken as a whole, not in the ordinary course of its business since December 31,. 1977, 

except as set forth in such Exhibit 6. 

5.04 Status of Union Common Stock. The shares of Union common stock to be' issued to Mane.as 
pursuant. to this Agreement, when so issued, will be duly and validly .authorized and issu~d, · fully paid 
and nonassessable. The number of shares 9f Union common stock to be issued to· Mancos in accordance 
with Section 2.01 shaJl be adjusted in the event that subsequent to the date of this Agreement but prior 
to the Time of Clo~ing the . outstanding sha'res of Union common stock shall have been changed into or 
exchanged for a different number or kind of share or securities through reorganization, recapitalization, 
reclassification, stock dividend, stock split, reverse stock split or other like changes in Union capitalization, 
then an appropriate and proportionate adjustment shall .be made in the number-and kind of shares or 
·securities to be delivered to Mancos pursllant to this · Agreement, it being understood that in 'no event 
· shill other than Union common stock as then constituted be issued pursuant to this Agreement. 

5.05 No Breach of Statute or Contract; Governmental Authorizations; Required Consents. Neither 
the execution and delivery of this Agreement by Union and Minerals, nor compliance with 'the terms and­
provisions of this Agreement by Union and Minerals will conflict with or result in a breach of any of 
the terms, conditions or provisions of the Certificate of Incorporation or By-laws of Union or_ any of 
its subsidiaries or any judgment, order, injunction, decree, regulation or ruling of any court or govern­
mental authority, domestic or foreign, to which Union or any of its subsidiaries is subject or of any 
agreement, contract or commitment to which Union or any subsidiary is a party and which is material 
to the financial condition or the results of operations of Union and its subsidiaries considered as a 
whole, or constitute a-material default thereunder, or. give to any others any interest or rights, including 
rights of termination, cancellation or acceleration, in or ~ith respect to any of such ag:eements, c~_ntracts 
or commitments, or otherwise require the c·onsent or approval of any person. · · 
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5.06 No Litigation or Adverse Even.ts. There i~ no suit, action, legal or administrative, arbitration 
or other proceeding or governmental investigati~n, pending or as to -which Union or any . of its sub­
sidiaries has receiv~d in. writing any claim. or assertion, which might individually . or in the aggregate, . . 
materially . anq adversely affect the ~nancial condition or results of operations of Union and its SU~ : 

sidiaries considered as a whole, except· as set forth in the Union 10-K or in 'Exhjbit 7 attached hereto - . . 
. · .. ; .. -and by. ~his:.refete~ce made· ~f- part._·)1e'reof for all ·purposes. :.·:.- ::· : :_:· .·:.:. ,: ... , ..... : .. ·.>: · .. · ..... , ..... . ··. · .... :.: :· ·· .. : · .... ; . ' . 

S.07 . Authorization of Agreement. The execution -~d delivery and, s.u~ject t_o requisite ·approval:. . , 
· · · .by Uni~n, -the . performance of this Agreement have ._been duly and-validly · authorized and appmved by 

. the Boards of .Dir~ctors of Union. and ·Minerals and Union and Min~rals have taken, or will use th~ir · 
best e~orts to take prior to the TlUle of Closing, all action required .by law;-their respective Certificat~ 
of Incorporati9ri· and By-laws. and · all .other _action required to authorize· the· executio~~ delivery and 
perfo~ance of t~s _Agreement. . . , . . . . . . . 

5.08 Registration Statement and Proxy S~tement. When the Registration Statement referred to 
in Article VI or any post-effective amendment thereto shall become effective, and when the Proxy 
Statement included· therein is mailed :to Mancos shareholders _for the purp0se of securing shareholder 
approval for this Agreement .. or any ~endm.ent or supplement thereto, and at all times subsequent to 
such effectiveness or mailiµg up to and incluqing the Time of Closing, such Registration _Statement and 
such Proxy Statem~nt and all amendments or supplements thereto, with respect to all information set 
forth therein relating to Union and Minerals :and in respect to all information set forth therein rel~ting 
to this Agreement, (i) will co~ply in all material respects with the provisions of the Securities. Act' 
and Exchange Act," (espectively~ and . the rules and regulati~ns of the SEC _thereunder and (ii) will . 

· not contain any untrue statement of a material fact or omit to state a material fact required .to be 
stated therein or necessary_to make the statements contained therein not misleading. 

5.09 Brokers' or Finders; Fees. Union. has incurred no obligation· (contingent- or otherwise) 
for brokers' fe~s or finders' fees. in connection with the transactions contemplated by this Agreement .. 

. 5.10 Report on Form 10-K. The information included in the Union 10-K previously · de~vered 
by Union to Mancos is true · and correct in all material respects. 

5.11 Conectness of Exhibits. Each of the Exhibits referred to herein delivered by Union to 
Mancos, pursuant to this Agreement, is substantially complete and the information reported therein 
is correct as of the date of this Agreement . 

. ARTICLE VI 

TRANSACTIONS PRIOR TO CLOSING 

6.0l Investigations of Business of Mancos and Union. Between the date of this Agreement and 
the Time of Closing, Union, Mancos and Minerals each agree to give the other full access to its premises, . 
books and records for the purpose of investigating its business and the conduct thereof. · 

6.02 Registration Statement and Proxy Stat~ment. Prior to the Time of Closing, Union shall 
prepare and file with the SEC a · Registration Statement on Form S-14 under the Securities Act for 
the purpose of registering the shares of Union common stock to be exchanged for the .Assets and shall 
duly comply with all applicable state securities or "Blue Sky Laws." As soon as ·-practicable after 
the R egistrat ion Stat~ment becomes effective, Mancos shall mail the Proxy Statement included in said 
Regis_tration Statement to its shareholders and shall submit this Agreement to its shareholders for 
appr~val as provided by Jaw and _its Articles· of Incorporation at a me~ting which -shall be. held as 
soon· as practicable after the effective date of the Registration Stat_ement. 
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6.03 Listing of. Union Common Stock. Dnion has obtained, or shall use reasonable efforts to 
obtain prior to the Time of Closing approval for . the listing ori the New ·York, Midwest and Pacific 
Stock Exchanges upon official notice .of issuance o·f the shares of Union common stock to be exchanged 
for the. Assets: · · 

6.04 Information for Registration Statement and J»toxy Statement. Mancos and Union shall 
·. each furnish to the:other such data and informa_tion as the other may reasonably request for the purpose· 

1· 
. ·i 

of in~luding su.ch data . and .,inf_ormatfon in . the Proxy Statement or Registration Statem~nt. . · 
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ARTICLE VU 

.. : CONDITIONS PRECEDENT.• TO ~E CONSUMMATIO~ ·OF THE 
. · TRANSACTIONS CONTEMPLATED -BY THIS· AGREEMENT -. . . . . ... . " ., . 

7.01 C~nditio~, Applic-able ,to AH . Parties~·. The :obligatjons' of Uni~n,' ~ancos : a.n.d Minerals'· 
are conditioned µpon: . ' ' ' . ' 

·A . At· the Time· or" Closing no suit,' action, or proceeding 'being. ·pending or threatened 
before any court or other governmental · agency of the Federal or any state government in which 
it is sought to restrain or prohibit the consummation ·of the · transactions contemplated hereby; · 
no such other suit, action or proceeding being pending or threatened or no liability· or claim 
have beeq asserted which would be considered by any Party to be materially significant. 

B . The holders of at least two-thirds . (1/3) of the outstanding stock of Mancos shall have 
approved this Agreement in accordance · with the laws of · the State of Colorado, Mancos' Articles 
of Incorpoq1tion, arid By-Laws.(' ... · · · 

C. The Registration Statement shall be effective under-the · Securities Act and not subject· · 
to any "stop order" or threatened stop · order. 

D. . All legal proceedings in connection with the transactions contemplated by this Agreement 
being satisfactory to each Party's counsel and ea~h Party's counsel having been furnished with such 
certificates or ·other evidence of compliance with the conditions as such counsel may reasonably 
request and Mancos having ·secured .releases, waivers and consents from alt' of the Partie·s listed in 
the Schedule of Consents {Exhibit ~ ). 

E . . Consummation and clpsing of that certain Agreement and Plan of Reorganization dated 
May 15, 197.8, ·pursuant to which Union and Minerals are to ~cquire substantially all of the assets 
of Silver Bell Industries, Inc. 

7.02 -Additional Conditions to Mancos'. Obligation. The obligations of Mancos shall be con­
ditioned upon the satisfactory performance or waiv~r of the following conditions: 

A. The performance by Union and Minerafs of all of their obligations and covenaµts_ here­
under. 

B. The substantial · accuracy at the Time of Closing of aU of th~ representations made by 
Union herein: 

C. Mancos shall have received from George C. Bond, Esq., General. Counsel of Union, _ or 
Sam A. Snyder, Esq.t Assistant General Counsel of Union, an opinion dated imm.ediately prior to 
the Time of Closing in form arid substance satisfactory to Mancos to the effect that: 

(i) Union and each of its subsidiaries, including Minerals, is a corporation duly organized 
and existing an~ in good standing under th~ laws of the jurisdiction of its incorporation; 

, • ' . 
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(ii) Union and each of its subsidiaries,' including. Minerals, has th·e corpora~e power . to 
carry on its-business as 1:1ow being conduct~<J; 

(iii) Th~ authorized c~pital stoc·k of. Unio~ consists of (>5,000,090 shares of common · 
stock par value Eight and On_e.:.Thir~ -Dolla~s ($81/'3) per .. share, ar.id stating th~ nu~ber of 

: · · · · . shares of .authorized capital stock of ·union. which have· bee.Q. issued, that · sµch issued shares .. 
.... : . .-:-.. ' . :;:· / ·.: .·:_. .'. -.. · ':: ·. ':·.:: ... ·, .... :·h~ve been authorized a~d .. ,fre' :validl:f· i&stie~::·anQ: o~tstanding, · 'and ·: are-:_.all ,: fully . .- pai~ ·--aqd: :.,;,. .. ,,-; ._·.; :: .. ", : __ . ~---

. . . · nonassessable;-and. stating .ihe nuo:iber of shares which e:1t that · date_.were held for any_ specific · .. . 
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. ... . (iv) ·· the·sb;ites of U~ion· common stock to ·be issued.-pursuant ·to this Agreement at the 
Time-\>f Closing have: been · <f;u1y)uithorized anq;· _µpon issuan~, _)Vilt b¢. duly cµId ~alidly issued_ 
and_: ~ill· .be-fully p~id and· ;DOO~SC$·Sable; . . ·: . : .; .· .. : . .. :·_ .·_. . .· · . ·. 

':._ (~) ·T~i~ A~e~~e~t·lias\,ee~· ·duly e~ecuted ·.~d .d~ii.vered by JJu~o~-arid_·Mi~~rals and ·is . 
a valid· ~d ·bindirig o~liga_tid[_I_ ·upoJJ Uni(?I) and·· Miner~!~ an4 all c9r.pqrate actjori ~y Union and : 
Mni~ra.Is . re9uired wider this Agreement -h'~ ·been· taken; . · · . 

. (vi) .Neither the exe.cution . and delive.ry by Union and Minerals of this Agreement, nor 
compliance wit~ ,the 'terms and provisions hereof will, to the best ~f .the 1cn·owledge of . such 
counsel, coirlljct with or result in a brea~h of .any term,. condition or. provision· of. any judgment, 
ord~r, .injunction, decree, regulation or r~.ding of any c~urt or governmental authority, domestic 
or.foreign, to which Union or Minerals is subject or any material agreement, contract" or com-· 
mitment· to which Union or Min_erals is a pa,rty or by which either it is bound or constitutes 
a material default th~reunder; 

(vii) That all consents and approvals .required by law, state or federal, and other actions 
required by l_aw ,. rule or· regulation have been duly taken or obtained m order t_o permit 
the consummation of the transactions contemplated by _this Agreement. 

It IS understood th.at such co~sel, in rendering' such opinion~ is e_ntitled to rely upon the 
· opinions of other counsel for ~atters i:eiating ·to local law, including ~ut not by way of limitation, 

state . securities .. or .Blue .Sky l~ws. . · 
. . 

D. That owners of not_ more than an aggrega~e of twenty percent (20%) of Mancos's .out-
. standing stock have ~xercised diss~nters' rights to rec-~ive the fair: market value fo·r their _stock in . 
accordance with Colorado law. - . 

7.03 .Additional Conditions to the Ob.ligations of Union and Minerals. The obligations of Union 
and Minerals b~ing conditioned upon the satisfactory performance or waiver of th~ following conditions: 

A. The performance by Mancos of all of its obligations a~d covenant_s hereunder. 

B. At .. the Time of Closing, the Assets shall be in the -same conditions as they were on 
December 3 I, 1977, except for ordinary use and changes occurring in the ordinary course of 
business between that date and the Time of Closing. 

C. Mancos having deJivered to Union and Minerals such evidence of title to the Assets, 
including opinions of counsel as it may have in its files and such other title information as Union 
may reasonably request. · 

D. Union's counsel having examined title to the Ass~ts in such detail as such counsel deems 
reasonably appropriate for the examination of mining · title and such counsel being reasonably 
s·atisfied that subject to minor imperfections as are usual in the case of mining pr~perties that 
Mancos has title to ·the A.ssets ~ogethe~ ~ith the right to tr.ansfer a_nd assign the Assets to Union and 
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that Mancos has not created any liens, charges, encumbrances or. ·other. burdens on the Assets 
except those described in the schedule attached to the Assignment and Conveyance ·of Mineral 
Property.. · . 

· E. Uni9n having determined to its satisfaction that all of the representations made· herein are 
substantially accurate in.all material respects. · · 

ARTICLE VIII 

. ·· .... ·.· . . ','• •· FRUSTRATION OF·:.AGR;EEMENT .·· .... · ·. :-· ·, .. .. 
.•';· • . . i • :: , • ••. \': : ': ,• I• , ' 

8.0 I T~noination Prior to ciosuig . . In the. event the tra:O.sacti~ns contemplated by this A~eeme~t 
are not consumma~ed.on or before ·August 31, 1978 (unless ~uch date _is ·e~tended by mutual agreement-

. · of. the p·arties), be<;ause. of the non.:.occuirence . of the· conditions·· precedent sp~cified in Article VII or 
the. waiver of . the C(?nditiori. of 'the Party having the right to waive such. coilditiori, then this• Agrtemen t 
·shall .terminate _and~ except as provi4ed·jn this Article VIIl,:·no Party .shall have any further right .or 
obligation hereunde( .. · · · · · · · · · · · ' 

. . . . 

8.02 lnfonnatio~ to be ~o·nfi~ennal. In th~ event of frustration and termination of this Agre.e- · 
. ment, all information obtained from another Party pursuant to the terms hereof shall be returned to the 
Party furnishing such information and all Parties agree not to disclose to any third party any confidential 
.information obtained hereunder. . 

8.03 Costs in Event of Frmtradon. Each Party shall be responsible fQ.r and shaU·pay ~ny ana ail 
costs · incurred· by it in connection with the transactions contemplated by trus· Agreement and shall 
indemnify each other Party against any and all claims with respect thereto. . ........ :, .. . 

ARTICLE IX 

SURVIVAL OF REPRESENTATIONS AND ·WARRANTIES AND FURTHER ASSURANCES 
. . 

· 9.0.l Survival of Representations and Warranties. The representations and warranties made by 
the Parties herein and. in the Assignment and Convey~ce of_ Mineral Properties shall survive the Time 
of Closing. · 

9.02 Further Assurances. At and after the Time of Closing at any time and from time to time as 
long as it is authorized by law to do so, upon the reques~ of Minerals, and at the expense of Minerals, 
Mancos shall execute and deliver to Minerals such further· -instruments of conveyance, assignment arid 
transfer and take such further action as ·Minerals may regues·t to effectively convey, assign, transfer and . 
d~liver the Assets _pt1;rsuant to this_ Agreem~nt. 

ARTICLE X 

MISCELLANEOUS 

10.01 . Mancos Affiliates. 1·Mancos Affiliates" means each person (other than Mancos) who, 
should such person resell Union common stock acquired by him as a distribution in liquidation from 
Mancos, may be deemed to be subject to the requirements of Paragraphs. (c) and (d) of Rule 145 under_ 
the Securities Act. Mancos, in connect~on with its distribution of Union common stock to its shareholders, 
shall require such Mancos Affiliates to sign and deliver to Union a letter corresponding to the text set 
forth in Exhibit 8, attached hereto and by this reference made a part· hereof ·for all purposes. Union, on 
direction from Mancos, shall then imprint appropriate legends on the stock certificates representing the 
shares to be distributed to such affiliates, imposing restrictions on the rights of resale of ~ch shares to 
the extent such restrictions continue to exist at the time the shares are distributed by Mancos to Mancos 
Affiliates. 

. IV-9 

·- . I 

. . . . · . . , .. : .. . ~ ... · .... · 

UNO/SB 2342 l 
.i 

~ .... ' . ,. , . · .· . • ,:' 

. . . : :,'•. ,, . , . . ' .. 
. . . _: . . . . ., ' ·. . ~.- .. . :_ ·,' .· .. ' .··: -~ ·. . 

. - · ... · .. ·- -·~-·-

CHEV 005333 

,, :,,:· 



.. 
• > . • ·.'.\ ·, .·. ' • • : . • 

. ··. ;' _ 

CHEV 005334 

10.02 Allocation of Costs. The costs incurred in preparing f9r and consummating-the transaction 
contemplaled hereby shaJI be allocated as folJows: · 

A. To Mancos: · 
(i) The.cost of obtaining consents an<;l waivers . 

. . ·:. (.1i) _-tii~--cost\,t t uting-:title to theAssets·;.fr any.:< ' ·· . .- · ·. ·· . ·· ··:. _. · -.-._ .. : = ·· ·.· · • · .. , .. . · . ' •• .-: _ : : • .- • . .. · . • ·.· , 

(iii) All of its : own. counsel and accoun_ting fees and . the cost of securing shareholder: · 
approval. · · . . . . · , · · 

B. ToUnion: 

. (j):_ .The cost ofpr~paring theRegistratio.n Statement. .. 

. ..(ii) _AlJ counsel and· _acco~nt~ng fees·:i_n<;llri~~ by ~nion, including those relating to title 
examination. 

(iii) The ·cost of recording the documents transfe.r:ring the Assets. 

(iv) All stock exchange· ~pplication and listing fees . associ~ted with the common stock to· 
be issued to Mancos hereunder. 

10.03 . Applicable Law. · This Agreement and. the leg~l relations between the Parties shall be gov., 
emed by and . construed in accordance with the law and jurisprudence of the State · of California, 
excluding that body of law referred to as c.onflicts of law. 

10.04 Notices. Any notices or communications required or permitted hereunder shall be suffi-
ciently given if delivered or mailed by certified mail, postage prepaid, as ·follows: 

To Union: 
Union Oil Company of California· 
P.O. Box 7600 
Los Angeles, C11liforni.a 90051 

Attention: Claude S. Brinegar 
Vice President 

To Minerals: 

Minerals Exploration .Company 
P.O. Box 54945 
Los Angeles, California 90054 

Attention: E. H. Eakland, Jr. 
President 

To Mancos: 

The Mancos Corporation 
P.O. Box 550 
Rocky Ford, Colorado 81067 

Attention: Earl J. Brubaker 
President 

Or at such addresses as hereinafte_r may be furnished in writing by each Party hereto to the other 
Party. : 
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10.05 Schedule of Exhibits . . The followi~g ·exhibits are attached and by ·.reference made. a part· 
of this Agreement: : · · · · 

Exhibit ~ - . As~ignment . and ·Conveya.nce ~f Mine~al Properti~~·. 

Exhibit 2-·Schedule of Obligations 
. . 

J;:xhibit 3 - Schedule of· Conse~ts. 

Exhibit 4 ·_ List ·of Union's. Stock . Plans - . , 

. · : .. : : ·. .. '.f:~jbit s :_· .. i1;f \i .. ci~im~·: agai~~·t .. ~~io~·. , . .-.. : ... 
. • ' . :·. : . :. • -~ .. ! · . : .. . ... .. ,'·· :, :,. : . . . ....... :_ ~ : . . . ~ . . : . . . . .· . . • ' 

·. ·; Exhibit 6·.~ ~hedule· of :Ma~e~~l. C~an~~ . . 
• ' • ' . • • • I ' • 

· · Exliibit ?-· · Schedule qf Matiri~~·-l:-,itigati911 ·. · ·· 

· .~x~n,it: s .·~ ·~u1e ~4~~ Agree~~nt> . . ~ ·_ · . . . 
.··.·:;. ; . . ·. . , , . . ·... . .·.: . . . •' .. . 

·.:.··. ·. 

. Such-. ~xhi~it$-:aj~y b~ ~~end~d . a.~d.: coi-r~ded by th~-:~u~u~l agi;e,em~nt . of the. Parties:· . · .. ·.:· . . . ·. . ' . . . . ·. 
- . 

. ~.. . . ... : . • . . _:: ', . . . :.· . 

10.06 . ~ea~np. The descriptive hea~ngs of· the se~eral :~ticles, Sections and Paragraphs pf 
this Agree~ent .a~~ inse~_ed for convenience onJ:r ancf do not. constitute a part of this Agreement . 

10.07 Amendments. Any and all amendments to thi~· Agreement must be in writing and executed . 
. by ~I of the parties· hereto. 

I 0 .08 C~nf:erparts. This Agreement may be ex~cuted in several counterparts, each of which shall 
constitute one and the same Agreement. · 

IN WITNESS WHEREOF; the Parties have caused this instrument to be e~e~uted on the day aIJ,d 
year ~bove' written. .. 

UNION OIL COMPANY OF CALIFORNIA 

. -

Attest: By CLAUDE S. BRINEGAR 

J . R. COURTNEY. · 
Assistant Se.cretary 

THE MANCOS CORPORATION 

Attest: By EARL J . BRUBAKER 

President 

FRANK JOBE 

MINERALS EXPLORATION COMPANY 

Attest: By EDWARD H. EAKLAND, JR. 

J. R .. COURTNEY 
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Union Oil C.ompany of California · 

Un.ion O_il. Center, Los· Ang¢1es, ·Californ_ia 90017 . 

.. · . · . .. ' • 

. . . .,. . .. .. ~ .. • 
. :--~ . . . .· . :\ ... . . . · - : ... : 

. ~: ·: .. .·: . ... ... :.- .,: , . . :. .. _· ...... :.·. · .. ·:: .· .. • .. · : ~·· . . · . .-· . .,,, .: 

· .• . 
.. : 

·un1en··· 1···· 
: .: . · . 

. ' . 

Clau.de. s.: 'Brinegar · · 
. · , Seni~-Vice Prn_id~nt · 

.•. r. 

. . 
,·· . . : ·. · .. 

Gentlemen: 

October_ 10, 1978 

The M~cos Corporation 
Rocky Ford, · Colorado. 

Attention: Earl J. Brubaker 
President 

RE: Amendm~nt to Agreem~nt and 
Plan of Reorganization 
dated June 21, 1978 

This letter, when accepted by The ~ancos Corporation ("Mancos"), ·shall constitute an amend­
ment-to the Agreement and Pian of Reorganization dated _June 21, 1978 between Unio~ Oil Company 
of California, Minerals Exploration Company and Mancos, whereby the date of August 31, 1978, 
appearing in Article III, Section 3.01 and in Article VIII, Section 8.01 of said Agreement is deleted 
and the dat_e of December 15, 1978 is hereby substituted. 

If the foregoing ineets with your approval, please sign the duplicate of this letter and return it to 
the undersign.~~i. . · 

\ 

Agreed to this 19th day of October, 1978 

THE MANCOS CORPORATION 

By EARL J. BRUBAKER 

Earl J. Brubaker 
' President 

·IV"'.'12 

Very truly yours, 
' '-

UNION OIL COMPANY OF CALIFORNIA 

By CLAUDE S. BRINEGAR 

Claude S. Brinegar 
· Senior Vice President 

MINERALS EXPLORATION COMPANY 

. CLAUDE S. BRINEGAR 

Claude S. Brinegar 
. Vice President 

·- . ... ·-···· -
'j 

. ·· · .... · .·· 1. • . .. 
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EXHIBIT 8 

ATTACHED TO AND .BY REFERENCE 
MADE A PART OF THE AGREEMENT 

AND PLAN OF .REORGANIZATION 
DATED THE 15th DAY OF ·MAY, 1978 

. . . • . ,, ·.·. :, . . . · , ' . ·~···· =. :. · 

RULE 145 AGREEMENT 

Union Oil · Company of ·cal1fornia · 
461 South . Boylston. Street 
Los . Angeles, California 90017 

Gentlemen: 

ANNEX V 

.· I have been advised. that I may be deemed an "affiliate" within the meaning .of paragraph (c) ot 
Rule 145 of the. Rules and Reguiations of the Securiti~s and Exchange Commission · ('~SEC") under 
the Securities Act of 1933, as amen.ded (the '~Act"), of Silver Bell Industries, Inc., · a Colorado corpo­
ration (''Silver Bell"), .;ind might have been deemed such at the time the assets of Silver Bell were 
exchanged for shares of common stock, par value $8½ per share (the "Shares.") of Vnion OH Company 
of California, a California corporation ("Union~'), as part of Silver Bell's Plan of Reorganization. 
Pursuant to the Plan of R eorganization, I will acquire the Shai;es. · 

I have been advised that the issuance of the Shares to me pursuant to the Plan of Reorganization 
--has been registered under the Act on a registration statement on SEC Form S-14. I have also been 

advised that I was deemed '3.n "affiliate" of Silver. Bell and .consequently any public offering or sale 
by me of any of the Shares will, under current_ law, require either (i) the further registration under the 
Act of the Shares to be .sold .or (ii) compliance with Rule 145 promulg~ted under the Act or (iii) the 
availability of another exemption from such registration. · 

. I represent .and warrant to Union that: 

1. . I have carefully read this letter and discussed its requirements and other applicabJe limita­
tions upon the sale, transfer or other disposition of the Shares, to the extent I felt necessary, with 
my counsel Of counsel of Silver .Bell. 

2. I have been informed by Union that' the distribution by me of the Shares has not been 
registered under the· Act and that the. Shares must be held by me indefinitely .unless (i) such dis­
tribution of the Shafes has been registered under the Act, (ii) a sale of the Shares is made in 
conformity with the volume a.pd other applicable limitations of paragraph (d) of Rule 145 
promulgated by the SEC under the Act, or (iii) some other exemption from registration is available 
with respect to. any such proposed sale. transfer or other disposition of the Shares. 

3. I understand that Union is under no obligation to. register the sale, transfer or other 
disposition of the Shares by me or on my behalf or to take any other action necessary in order 
to make compliance with an exemption from registration available. 

4. I also understand that stop transfer instructions will . be given to Union's · transfer agents 
with . respect to the Shares and that there will be placed on the certificates for the Shares, or any 
substitutions therefor, a legend stating in substance; 

V-1 
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) . . . 

"The shares repres.ented by this certificate were issued in a transaction to which Rule 145 
promulgated under the Securities Act of ·1~33, as_ amended (the "Act''), applies. and may 
only: ,be sold in complian~e· with applicable·. requir~ments of Rule 145 promulgated under · 
the Act or ·sold .or otherwise transferred pursuant .to a registration stateiµent .under the Act 

. .. ·: :.· -- ·.• ·'· .. · ··_.· ·. :.:... . . . . . .. · ': . • 

of ._an ~~emption: fro.~ s1:1cl1 registration/' .' ··_ · ·. : . . :. ·: . . . · ': · · 
: ... · .. :._ :· ":: ··:· _::_.·.,..· .·:~::·. -·~:·: ·· .. - -,~ ....... _.'-:: · :· .. ::· ··_:·· . ... . :: .. · · ·:: .. _.::~ · .,,; :· . . 

.. · : ·· 

. . , .. : ,:· . · . . ' ··.,· 

' 
.. . · . ··_ V ecy .· :~ruiy yours, . : .. :, . . 

. . ' . ' 
. : .. ·, 

. . u~i~Jl agr~¢.s . ·th~i pr~mptty· upo~-. the · written . r~~u~~t- ~f the. ~ther · party- he.r¢to ·set~ing t~rtb· a - . 
. proposed, sal~ complying . with th~ ~ requirements · of the· f 6reg6ing leg~nd and supplying such other 
assurances·as'. Union may reasonably request, Union ·will .promptly take ·such action as may' be required · 
to facilitate the: proposed transfer, including without limitation, the &.ving of appropriate instructions·· 
to_:the transfer ·.agent for the. Un~on c~mmon · stock. 

UNION OIL COMPANY OF CALIFORNIA 

By 

V-2· 
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ANNEX VI · 

EXHIBIT 8 

ATTACHED TO AND BY REFERENCE 
MADE A PART OF THp ·AGREEMENT 

AND _PLAN OF REORGANIZATION 
D~TED- THE 21st DAY OF. JUNE, 1978 

.... . . - ........ ·. ·= ·_. • ..... . . . . ·: _, : .. • ;_:.. : ·.. : .: . -. . . .... . . . : :; ' 
.. · .·. :-. · .... .. · · .... .. . · .. . .. . . .. . .. 

.. ·: .. : .'· · .. · .... ·: . •, 
. ... ·.: : .... . : 

. ' 

RULE 145. AGREEMENT 
I•,• .. . ·. 

· Onio·n Oil ·Compan·y of California 
461 South Boyls~6~ Street · 
los-Angele~, ·<:a1ilo~_ia -~·-~17 

-· . . 
Gentlemen: . 

I have be~il ad~ised ihat I may be deemed an '·'affiliate" within the meaning· of paragraph ( c) of · 
Rule 145 of the ~ules and Regulations of the ·securities· and Exchange Commission ("SEC") under 
the ~curities Act of 1933~ as amenged· (the "Act,, ), of The Mancos Corporation, a Colorado corpo­
ration ("Ma~cos".) ,-. and might have been deemed such · at the time the assets of Mancos were 
exchanged for shares of common stock, par value $8~ per share (the " Shares") of Union Oil Company 
of California, a California corporation ("Union"), as part of Mancos' Plan of Reorganization. Pursuant 
to the Plan of Reorganization, I will acquire the Shares: · 

. . 

·I have been advi§e4 that the issuance ·of the· Shares to me pursuant to the Plan of Reorganization 
has been registered ·under tlte Act on a registration statement on SEC Form S-14. I have also . beeri 
advised . that I was deemed an ·uaffiliate" of Mancos and consequently any public offeimg or sale 
by me of any of the Shares will; under current law, require either. (i) the further registration under the 
Act of the Shares to b~ sold .or (ii) compliance with Rule 145 promulgated under· the Act or (iii) the 
availability o_f another exemption fro~-such registration. . 

· I represent and warrant to lJniqn· that: .-
. ·. . 

l. I have carefully read this letter and disc~sed its requi:ements and other applicable limita,.. 
tions upon the sale, transfer or other disposition of the Shares, to the extent I felt necessary, with . 
my counsel or counsel of Mancos. 

2. I have_ t?een informed by Union· that the distribution by me of the Shares has . not been 
registered under the Act and th~t .the Shares must be held by me indefini~ely unless (i) · such dis­
tribution . of the Shares has been registered under the Act, (ii) a sale of the S~ares is made in 
conformity with the volume and other applicable limitations of paragraph (d) of Rule 145 
prom.ulgated by the SEC under the Act, or (iii) some other exemption from registration is available 
with respect to -any .such proposed sale, transfer or other disposition of the Shares. · 

j _ I unders.tand that Union is under no obligation to register the sale, transfer or other 
disposition of the Shares by ·me or on my behalf or to take any other action necessary in order 
to make complia,-ice with an exemption from registration availabl~. 

4. I also understand that stop transfer instructions will be given to Union's transfer agents 
with respect to the Shares and that there will be placed ·on the certificates for the Shares, . or any . 
substitutions therefor, a legend stating.in substance; 
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: :: : . .. 

'·'The shares represented by this certificate were issued in a transaction to which Rule 145 
.Promulgated under the Securiti~s Act ·of 1933, as amended (the "Act"), applies and 111ay 
only . be sold in .compliance ·with applicable requirements of Rule 14.5 promulgated under 

. the _Act or. so~d · or otherwise transferred pursuant to a· registration· statement ~der th~ Act 
. of a,n e~emptioo fr.om \ ucb registration."· . . . . . . . . . . . . . . . . . . . . . . 

,•.: : .. ·.~ .,~. · . . · ·:·:°:· " .... .. :.,·~ ,•• ·, :· .. · .... . ·. ·: . : · : •::··.~·.- • ,', .:M.• : , .. .. ··, , • : . : :.• ~·· ·. · ~:·... .; .. 0 • , , ,, • ' • 

Very truly yours, 
, , ', • 

. •, . 

. . . 
. : ,• · . . .:· .. 

i · • 

: .· 
Union agrees that promptly ·upon the written request of th~ other -party ·11:ereto . setting· forth a ·, 

.· : . 

CHEV 005340 

·proposed sale complying : wjfu·· tile requirements of the foregoing leg~nd and suppJying such othe~ 
· assu~_ances as Uni<;>n-may_reasonably. request, Union will promptly take such a~tion as may be required 
to facilitate the proposed transfer, including without limitation, the. giving of appropriate instructions 
to the transfer agerit for the Union common stock. 

UNION OIL COMPANY OF CALIFORNIA 

By 
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ANNEX VII 
COLORADO CORPORATION COD~ § 7~4-123· 

Rights of dissenting shareholders upon sale or exchange of assets ·.not in the usual course· of busi-· 
·ness . . - · (1) Except as otherwise provided in this section, any shareholder has the right to dissent from 
any sale, lease, exe:hange, or other disposition_ referred to in section 7-5·112 (2) of. ·all or substantially 

.··:.: 

all of the property and assets·, wilh or witl)out. goodwill, of the corpo,;ation if not -made ·in the usual and · 
regular course :of its business, i(_lcluding a : sale in dissolution but not including a sale pursu~nt ·. to .an .· . 

,•, , <?_rder ,of ,a -.co,ur,t I llavi~g, jurisdiction: ,·i~ the.·:prernises or .a ' sal~' (9t,''cash' 'on° terms· requ,1r1~g that au ' Of.
00 

0 

· · ·substantlany· all .<?f the net proceeds. of: ~ale be .distributed ·to . the ·shareholders in accordance with their 
respective interests within· one year after the date of' sale. No such right to dissent shall apply . to a 
mortgage or: pledge oF any or . all' of : the . pr<?J)e~Y ~nd :;issets· · of a corporation. pursuant . to · section . · · 

. , .. -·· 

7-5-11i (2). . . . 

( 2) A shareholder .may dissent as . t~ less than . aJl of the shar~s- registered · i~ . his name. In t:hat 
event, has. rights: shaJl be ,determined as if. the sh~res as to whlch . he has dissented. and his other . shares 
were regi~te_red in ~he .r:iaines or°diffe~ent.sh.arehold~rs; . . . . . . . ·. . . . 

. . . • 

. . 
( 3) Any s~areholder electing to exercise his right of ~issent shall file with t~e corporation, prior 

tq or at the me'eting of shareholders at which the proposed transaction is submitted to a · vote, a written 
objection to such proposed transactjon. If such proposal is approved by the required· vote and the 
shareholder has not voted .in favor: thereof, the shareholder, within ten days after the date on which 
the vote was taken. may make written demand on the corpo~ation for payment of the fair value of his 

.shares, and if t4e transaction is effected, such corporation shall pay to the shareholder, upon surrender 
of the certificates representing sucih shares, the fair value thereof as of the day prior to the date on which · 
the vote was taken approving the proposed corporate action, exclusive of any element of value arising 
from· the expectation or accomplishment of the transaction. Any shareholder failing to make demand 
within the ten-day period shaJl be bound by the tenns of the proposed transaction. Any shareholder 
making such demand shall thereafter be entitled only to payment as provided in this section_ and shall 
not be entitled to vote or to exercise any other rights of a shareholder. 

· ( 4) No such demand may be withdrawn unless th·e corporation consents thereto. If, however, such 
demand is withdrawn upon- consent; or .if the prop_osed tran·saction is abandoned or rescinded or the 
shareholders revoke the authority to effect s·uch proposed transaction, or if no demand or petition for 
the determination of fair value by a court of competent jurisdiction has been made or filed ·within the 
time provided in this section, or if a court of competent jurisdicti9n determines that the shareholder 
is not entitled to the relief provided by this section, the right of the shareholder to be paid the fair value 
of bis shares shall cease and his status as a shareholder sha1l be restored without prejudice to any corporate 
proceedings whic_h may h~ve · been taken during the interim. 

(5) · Within thirty days after the transaction is ef'.{ected, the corporation shall give written notice 
thereof to each dissenting shareholder who has made demand as provided in this section and shall make 
a written offer to each such sharehold~r to pay for such shares at a specified price deemed by the corpora­
tion to be the fair value thereof. Such notice and offer shall be accompanied by a balance sheet of the 
corporation the shares of which the dissenting shareholder holds as of the latest available date and not 
more than twelve rn.;mths prior to the making of such offer, and a profit and loss statement of such 
corporation for the twelve-month period _ending on the date of such bal~nce sheet. 

(6) If ~ithin fifty days after the date on which the transaction was effected the fair value of such 
shares is agreed upon between any dissenting shareholder and the corporation, payment therefor shall 
be made within ninety days after the dat.e on which the transaction was effected upon surrender of the 
certificates representing such shares. Upon payment of the agreed value, the · dissenting shareholder shall 
cease to have any interest in such sha~es. 
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( 7) If within sa~d fifty-day period a dissenting shareholder and the corporation do not so agree, 
the corporation, withiri thirty days after receipt of written demand from any dissenting.shareholder given 
within sixty days after the date on which the transaction was effected, shall file, or at ils election. at 
anytime within such period of sixty days may file, a petition in the district court fo~ the county or city 
':'-nd county in this state where the registered office of the corporation is located- requesting that the fair 
value of such shares be determined. it the corporation fails to institute the proceedings ~s provided j~ 

.this subsection ( 8)_, any dissenting shar~holder may do so in the name of the corporation. All di~enting ·. · . 
· shareholders, except those who have previously agreed whh the corporation .as to the fair, v.alue ot tqeir . . · ... > .... : 

. '. -::- · .· ·::: ·· '.'._:·.; · .. ' shares;. :whe'iever. residing; : shalt be made· parties·· to" the ' proceeding· .. as ··an: ··action -·a:gafnst their : share~:·. ·: ::-- ·. · . . 
· · quasi in .rem. A copy of the peqtion shall be served on each such di_ssenting shareholder who is .a 

. resident _of. this st_tlte and shall be served by registered mail on each such dissenting: shareholder who is . 
· a nonresident-. · ·:Service on nonresidents· shall -also be made by publication as provided by law. The .= .. 
juri~icti6tt-of the court shall-be plenary and exclusive. All-shareholders who are partie$ to the proceeding·.· . .. 
sh~li be entiOed to judgment against the corporation for the amount of the fair value of their shares. · . . : 
Th·e·. court, if it so elects, may appoint one ·. or more persons as apprais.ers to receive evidence and · · 

.. rec:o~mend-a decision on the question of _fair value. The e:tPPraisers shall have such power _and authority .. 
as- is . specified in the order of their appointment or an amendment thereof . . The judgment shall be . 

. payable only upo_n and concurrently with the surrender to the corporation of the certificates representing 
such shares. Upon payment of the judgment, the dissenting shareholder shall cease to have any interest 
in such shares. 

( 8) . The judgment shall include an allowance for interest, at such rate as the court determines 
to be fair and equitable in all the circumstances, ·fro.r;n the date on which the vote was taken on the 
l:!ansaction to . the date of payment. 

. . . 
(9) The costs and expenses of any such proceeding shall be determined by the court and assessed 

against the corporation, but all or any part of such- costs and expenses may be apportioned and assessed 
as the court deems equitable against any of .the dissenting shareholders who are parties to the proceeding 
and to whom the corporation has made an offer to pay. for the .shares if the court finds that . the action 
of the shareholders in failing to accept such offer was arbitrary, vexatious, or not in good. faith: Such 
expenses shall include reasonable compensation for and reasonable expenses of the appraisers but shall 
exclude the· fees and expenses of counsel for and experts employed by any -party; but if the fair-value 
of the shar-es as determined materially exceeds the amount which the corporation offered to pay therefor 

· or if no offer was made, the· court. in its discretion, may awar~ to any shareholder who is a party to 
. the proceeding such sum as the court determines to be reasonable compensation for any expert employed 

by the shareholder in the proceeding. 

{IO) Within twenty days after demanding ·payment for his shares, each shareholder ~emanding 
payment shall submit the ce~tificates represenHng his s_hares to the corporation for notati(?n thereori that 
such demand has· been m~de.· His failure to do so, at the option of the corporation, sh.all terminate 
~is rights under this section unless a court of competent jurisdiction, for good and· sufficient cause shown, 
otherwise directs.. If shares represented by a certificate on which notation has been so made are trans­
ferred, each new certificate issued therefor shall bear similar notation, together with the name of the . 
original dissenting holder of such shares, and a transferee of such shares shall not acquire by the transfer. 
any rights in the corporation other than those which the original dissenting shareholder had after-
making demand for payment ·or the fair value thereof. · 

( 11) Shares acquired by a corporation pursuant to this section may be held and disposed of. by a 
corporation as in the case of other treasury shares. ( § 7-4-123, added.) 
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